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DEPARTMENT  OF  ENERGY 

Office  of  Conservation,  and  Renewable 
Energy 

10  CFR  Part  456 

(Docket  No.  CAS-RM-81-130] 

Residential  Conservation  Service 
program 

AGENCY:  Office  of  Conservation  and 
Renewable  Energy,  Energy. 
action:  Proposed  amendments  to 
existing  rules  and  public  hearing, 
withdrawal  of  certain  proposed  rules, 
and  proposed  withdrawal  of  another 
proposed  rule. 

SUMMARY:  The  Department  of  Energy 
(DOE  or  Department)  is  proposing 
amendments  to  the  Residential 
Conservation  Service  (RCS)  Program 
regulations  (10  CFR  Part  456).  The  RCS 
Program  is  mandated  by  Federal 
legislation  and  requires  large  natural  gas 
and  electric  utilities  to  perform  energy 
audits  of  their  customers’  homes  upon 
request  and  to  provide  certain  other 
services  to  their  residential  customers. 

The  Department  believes  that  largely 
as  a  result  of  rising  energy  prices  and 
tax  incentives,  private  firms,  utilities, 
and  other  nongovernmental  institutions 
now  have  sufficient  incentive  to  provide 
the  services  required  by  customers  to 
conserve  energy  and  increase  the 
utilization  of  renewable  energy.  For  this 
reason,  the  Department  does  not  believe 
there  is  any  longer  a  need  for  the  ' 
Federal  Government  to  mandate  the 
provision  of  the  services  required  by  the 
RCS  program. 

Until  the  RCS  Program  is  discontinued 
or  further  amended  by  Federal  law, 
however,  the  Department  is  obligated  to 
continue  to  implement  and  enforce  the 
program  in  accordance  with  provisions 
of  the  current  legislation.  In  doing  so,  the 
Department  is  proposing  to  administer 
the  program  under  regulations  modified 
to  be  as  simple  and  flexible  as  is 
consistent  with  the  existing  program 
legislation  and  sound  management 
practices. 

Today’s  notice  also  withdraws  two 
proposed  rules  in  their  entirety  and  part 
of  a  third  proposed  rule,  all  of  which  are 
related  to  the  RCS  Program,  and 
proposes  the  withdrawal  of  a  proposed 
rulemaking  relating  to  the  use  of  urea- 
formaldehyde  foam  insulation  under  the 
program 

DATES:  Written  comments  on  this 
proposed  rule  (Docket  No.  CAS-RM  81- 
130)  must  be  received  by  January  11, 
1982,  4:30  p.m.,  e.s.t.  in  order  to  insure 
their  consideration. 


Public  hearings  will  be  held  in  three 
cities,  beginning  at  9:00  a.m.  local  time 
on  the  dates  and  at  the  locations 
specified  below:  December  7  and  8, 1981 
in  Chicago,  Illinois:  December  10  and  11. 
1981  in  San  Francisco.  California;  and 
December  14  and  15, 1981  in 
Washington,  D  C.  Requests  to  speak 
must  be  received  no  later  than  5:00  p.m. 
on:  November  30, 1981  for  the  Chicago 
hearing;  November  30, 1981  for  the  San 
Francisco  hearing;  and  November  30, 
1981  for  the  Washington,  D.C.  hearing. 
ADDRESSES:  Public  hearings  will  be  held 
at  the  following  locations:  Chicago: 

Room  1220,  Dirksen  Federal  Office 
Building,  219  South  Dearborn.  San 
Francisco:  19th  Floor,  Ceremonial 
Courtroom,  U.S.  Court  House,  450 
Golden  Gate  Avenue.  Washington,  D.C.: 
Auditorium,  Room  GE-086,  Forrestal 
Building,  1000  Independence  Avenue. 
S.W. 

All  written  comments  and  requests  to 
speak  should  be  addressed  to  Office  of 
Conservation  and  Renewable  Energy, 
Office  of  Hearings  and  Dockets,  Mail 
Station  6B-025,  Department  of  Energy, 
1000  Independence  Avenue,  S.W. 
Washington,  D.C.  20585  (202)  252-9319. 
A  public  briefing  will  also  be  held  on 
November  20, 1981  at  9:00  a.m.  at  the 
Auditorium  of  the  Forrestal  Building. 
Room  GE-086, 1000  Independence  Ave.. 
S.W.  Washington,  D.C. 

FOR  FURTHER  INFORMATION  CONTACT: 

Mark  Friedrichs  or  Dan  Quigley, 

Building  Services  Division,  Office  of 
Conservation  and  Renewable  Energy, 
Department  of  Energy,  1000 
Independence  Avenue,  S.W.,  Room 
8F-955,  Mail  Stop  CE-115, 
Washington,  D.C.  20585,  (202)  252- 
1650 

Catherine  Edgerton  or  Daniel  Ruge, 
Office  of  General  Counsel, 

Department  of  Energy,  1000 
Independence  Avenue,  S.W.,  Room 
6B-144,  Washington,  D.C.  20585,  (202) 
252-9519 

SUPPLEMENTARY  INFORMATION: 

I.  Introduction. 

II.  Amendments  to  the  Residential 
Conservation  ServProgram  (section-by¬ 
section  analysis). 

III.  Regulatory  Impact  Analysis  and  Urban 
Community  Impact  Analysis. 

IV.  Regulatory  Flexibility  Act. 

V.  Environmental  Impact  Statement. 

VI.  Comment  and  Hearing  Procedures. 

I.  Introduction 

Today's  proposal  is  part  of  the 
Administration's  efforts  to  reduce 
Federal  regulations  which  are  unduly 
burdensome  for  individuals,  business, 
industries,  or  others  in  the  private 


sector.  By  Executive  Order  12291  of 
February  17, 1981  (46  FR  13493,  February 
19, 1981),  thej’resident  ordered  that 
existing  regulations  be  reviewed  in 
accordance  with  the  Executive  Order  as 
one  aspect  of  the  Administration’s 
overall  effort  to  improve  Federal 
regulation.  Section  3(i)  of  the  Executive 
Order  provides  that,  subject  to  the 
direction  of  the  Presidential  Task  Force 
on  Regulatory  Relief,  the  Director  of  the 
Office  of  Management  and  Budget 
(OMB)  may  designate  currently  effective 
regulations  for  review  under  the 
Executive  Order  and  establish  schedules 
for  review  and  analysis  under  the 
Executive  Order.  In  accordance  with 
83(i),  OMB  has  identified  the  RCS 
program  for  review.  The  Department  has 
undertaken  the  review,  which  today's 
proposal  reflects. 

The  Residential  Conservation  Service 
(RCS)  Program  was  established  by  Part  I 
of  Title  II  of  the  National  Energy 
Conservation  Policy  Act  (NECPA),  Pub. 

L.  No.  95-619,  November  9, 1978,  as 
amended  by  Subtitle  B  of  Title  V  of  the 
energy  Security  Act  (ESA),  Pub.  L.  No. 
96-294,  June  30. 1980,  42  U.S.C.  8211  et 
seq.  Implementation  of  the  program  was 
begun  November  7, 1979,  with  the 
issuance  of  a  final  rule  (the  Nov.  7th 
rule).1  The  RCS  Program,  as  mandated 
by  statute,  requires  large  electric  and 
natural  gas  utilities  to  inform  their 
residential  customers  of  the  benefits  of 
certain  energy  conservation  and 
renewable  resource  measures,  to  offer 
their  customers  energy  audits  of  their 
homes,  and  to  offer  to  arrange  for  the 
installation  and  financing  of  such 
measures.  The  legislation  provides  for 
substantial  and  detailed  State 
involvement,  under  State  Plans 
approved  by  the  Department.  The 
legislation  furthermore  requires 
implementation  of  a  Federal  Standby 
Program  where  States  are  unwilling  or 

1  On  November  7, 1979.  the  Department  published 
a  final  rule  (44  FR  64602)  to  implement  the  RCS 
Program,  pursuant  to  Part  I  of  Title  II  of  the  National 
Energy  Conservation  Policy  Act  (NECPA),  Pub.  I.. 
No.  95-619.  November  9. 1978.  Since  that  time  the 
Department  has  made  final  rules  establishing 
additional  standards  (45  FR  63432,  September  24, 
I960  and  45  FR  63786,  September  25, 1980)  and 
incorporating  technical  corrections  to  the  November 
7, 1979  final  rule  (46  FR  1616,  January  6, 1981)  and 
has  issued  an  interpretative  rule  on  the  changes 
made  by  the  Energy  Security  Act  (ESA)  (Pub.  L.  No. 
96-294.  June  30, 1980)  to  the  RCS  program  (45  FR 
53434,  August  11, 1980).  Additionally,  the 
Department  has  proposed  amendments  to 
implement  the  Federal  Standby  Program  (46  FR 
2522.  January  9. 1981).  to  incorporate  the  changes 
made  by  the  Energy  Security  ACt  (45  FR  66960, 
October  8, 1980  and  46  FR  4482,  January  16. 1981), 
and  to  make  changes  to  the  interim  final  standards 
for  urea-formaldehyde  foam  insulation  or,  in  the 
alternative,  ban  the  use  of  this  insulation  within  the 
RCS  program  (46  FR  8996,  January  27, 1981). 
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unable  to  carry  out  their  role  under  the 
law. 

As  a  result  of  its  efforts  to  eliminate 
burdensome  and  nonessential  Federal 
regulatory  programs,  the  Administration 
believes  that  the  RCS  Program  is  no 
longer  needed.  Motivated  by  rising 
energy  prices  and  tax  incentives, 
homeowners  are  accelerating  their 
conservation  efforts.  Because  of  this 
increased  consumer  demand  and  the 
economic  benefits  resulting  from  cost- 
effective  energy  investments,  private 
firms,  utilities  and  other  institutions 
have  substantial  incentive  to  provide  the 
information  and  services  required  by 
consumers  to  conserve  and  to  utilize 
renewable  energy  resources. 

Accordingly,  the  Department  has 
proposed  that  the  Congress  appropriate 
no  funds  for  the  further  implementation 
or  enforcement  of  the  RCS  Program 
beginning  in  fiscal  year  1982  (October  1, 
1981).  Until  the  program  is  legally 
discontinued  or  amended,  however,  the 
Department  rs  obligated  to  execute  the 
existing  law.  To  carry  out  this 
responsibility,  the  Department  believes 
the  existing  program  regulations  should 
be  revised  to  make  them  as  simple  and 
flexible  as  possible,  consistent  with 
existing  law. 

Today’s  proposed  amendments  fall 
into  three  categories:  1)  proposed 
amendments  that  eliminate  regulatory 
requirements  contained  in  the  current 
RCS  rules,  thereby  reducing  the 
regulatory  burden  on  affected  parties;  2) 
where  statutory  constraints  preclude  the 
elimination  of  specific  regulatory 
requirements  altogether,  proposed 
amendments  to  reduce  and  relax  those 
requirements  to  minimize  the  burden  on 
affected  parties;  and  3)  proposed 
amendments  that  reflect  the  minimum 
additional  regulatory  requirements 
mandated  by  the  ESA. 

As  an  example  of  the  first  category, 
post-installation  inspection 
requirements,  as  well  as  inspector 
training  requirements,  have  been 
eliminated.  Many  of  the  most 
burdensome  requirements  in  the  RCS 
Program,  however,  are  specifically 
mandated  by  statute,  such  as  the 
requirement  to  offer  each  eligible 
customer  an  energy  audit  at  a  cost  not  to 
exceed  $15.  These  requirements, 
because  they  are  specified  in  the  statute, 
cannot  be  eliminated  by  DOE.  In  other 
areas,  the  statute  imposes  a  requirement 
but  gives  the  Secretary  discretion  for 
interpretation  and  implementation.  An 
example  is  the  specifying  of  which 
program  measures  must  be  included  in 
each  utility’s  RCS  Program.  With  respect 
to  program  measures,  the  Department  is 
proposing  the  establishment  of  a  new 


method  of  determining  the  list  of 
program  measures  that  must  be 
addressed  in  home  energy  audits.  The 
proposed  method  would  not  require  the 
audit  to  address  any  measure  that  had  a 
simple  payback  of  more  than  7  years. 

This  approach  is  designed  to  limit  the 
list  of  required  measures  to  those  which 
are  most  cost  effective  and,  as  a  result, 
most  likely  to  be  seriously  considered 
by  consumers.  Adoption  of  this 
approach  is  also  expected  to  reduce  the 
cost  of  program  audits  significantly. 

Consistent  with  our  goal  to  reduce 
burdens  and  increase  flexibility,  we 
wish  to  assure  States  and  utilities  that 
nothing  in  these  proposed  rules,  if  made 
final,  would  require  changes  to  any 
approved  RCS  plan  or  utility  program. 
That  is,  if  an  RCS  plan  has  already  been 
approved,  the  elimination  of 
requirements  and  increased  flexibility 
provided  in  this  proposed  rule  need  not 
affect  that  plan.  If,  however,  a  State  or 
nonregulated  utility  wishes  to  amend  its 
plan  in  light  of  this  new  rule,  when  made 
final,  it  may  do  so.  We  are  not,  by 
changing  the  RCS  Program  rules, 
generally  requiring  States  or  utilities  to 
change  their  plans  or  programs,  but  we 
are  providing  the  opportunity  to  do  so. 
Furthermore,  a  State  or  utility  that 
wishes  to  change  its  program  prior  to 
issuance  of  a  final  rule  is  given 
additional  time  to  do  so  by  an  extension 
of  the  period  for  submission  of  a 
Temporary  Program.  See  discussion 
under  II.B.  3.,  Temporary  Programs. 

In  conclusion,  DOE  believes  that  the 
amendments  to  the  RCS  Program  rules 
proposed  today  will  reduce  the 
regulatory  burden  imposed  upon  States, 
utilities,  industry  participants  and 
residential  customers  without 
significantly  affecting  the  achievement 
of  the  program’s  statutory  objectives. 
Requirements  in  the  existing  program 
that  were  not  specifically  mandated  by 
the  statute  have  been  eliminated.  Where 
the  statutory  constraints  of  NECPA,  as 
amended  by  ESA,  preclude  the 
elimination  of  certain  requirements, 

DOE  has  tried  to  provide  the  maximum 
flexibility  possible  to  satisfy  the 
statutory  requirements.  DOE  seeks 
specific  comments  on  how  to  further 
attain  these  goals. 

In  reviewing  the  existing  RCS 
rulemaking,  DOE  has  determined  that 
the  proposed  Federal  Standby  Plan  (46 
FR  2522,  January  9, 1981)  should  be 
withdrawn  at  this  time.  The  Federal 
Standby  Plan  as  currently  proposed  is 
inconsistent  with  the  policies  articulated 
in  E.0. 12291  and  these  proposed 
amendments  to  the  RCS  Program.  DOE 
will  develop  a  revised  Federal  Standby 
Plan  consistent  with  the  rules  made  final 


in  this  proceeding.  Furthermore,  because 
this  issuance  proposes  changes  in  the 
RCS  Program  required  by  the  ESA,  DOE 
is  withdrawing  the  proposed  ESA 
amendments  published  in  the  Federal 
Register  on  October  8, 1980  (45  FR 
66960).  For  the  same  reason,  DOE  is  also 
withdrawing  the  proposal  issued  with 
the  Commercial  and  Apartment 
Conservation  Service  (CACS)  Program 
proposed  rules  which  pertain  to  the 
expansion  of  the  RCS  Program  to 
include  residential  buildings  with  five  or 
more  units  which  are  neither  centrally 
heated  nor  cooled  (46  FR  4482,  January 

16. 1981) .  Finally,  in  today’s  issuance, 
DOE  is  proposing  the  withdrawal  of  the 
proposal  making  changes  to  the  interim 
final  standards  for  urea-formaldehyde 
foam  insulation  or,  in  the  alternative, 
banning  the  use  of  this  insulation  within 
the  RCS  Program  (46  FR  8996,  January 

27. 1981) . 

The  following  is  a  section-by-section 
analysis  of  the  amendments  DOE 
proposes  to  make  to  the  RCS  program 
rules.  DOE  seeks  specific  comments  on 
its  effort  to  develop  proposed  rules 
which  are  as  simple  and  unburdensome 
as  the  enabling  law  will  permit. 

Following  the  preamble  discussion,  the 
Department  is  publishing  the  text  to  the 
program  regulations  as  they  are 
proposed  to  be  amended.  Many 
provisions  are  proposed  to  remain 
unchanged.  Reviewers  are  invited  to 
comment  on  these  provisions,  as  well  as 
the  provisions  which  have  been  changed 
in  this  notice. 

II.  Amendments  to  the  Residential 
Conservation  Service  Program  (section- 
by-section  analysis) 

A.  Subpart  A — General  Provisions  and 
Definitions 

1.  Petitions  Concerning  Conflicts  of 
Law — §  456.102.  DOE  proposes  to 
change  the  provisions  regarding 
petitions  concerning  conflicts  of  law  by 
deleting  the  requirements  that  such 
petitions  be  required  by  a  State  Plan,  a 
Nonregulated  Utility  Plan  or  a  Federal 
Standby  Plan.  See  also  §  456.303(b)  of 
the  November  7, 1979,  final  rule  and 
Section  II.  C.  1.  (Procedures  for 
Enforcing  Compliance  with  the  State 
Plan)  of  today’s  preamble  discussing 
proposed  amendments  to  §  456.303. 

In  accordance  with  the  proposed 
changes  to  §  456.303,  a  utility  prohibited 
by  a  State  or  local  law  or  regulation 
from  taking  an  action  required  by 
NECPA  or  that  is  required  or  permitted 
by  a  State  or  local  law  or  regulation  to 
take  any  action  prohibited  by  NECPA 
may  now,  on  a  voluntary  basis,  petition 
the  Assistant  Secretary  for  Conservation 
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and  Renewable  Energy  (Assistant 
Secretary)  for  a  determination  regarding 
the  conflict. 

2.  Appeals  and  Other  Relief— 

§  456.103.  DOE  proposes  to  amend 
§  456.103  by  adding  a  statement  to 
clarify  the  availability  of  relief  from  the 
application  of  these  rules  through  the 
DOE  procedures  in  Subpart  R  of  10  CFR 
Part  205.  Subpart  R  provides  relief  to 
those  seeking  special  redress  or  other 
relief  from  the  DOE  regulations 
contained  in  10  CFR  Chapter  II. 

3.  Definitions — §  456.105.  Class  B 
Audit — DOE  proposes  to  delete 
references  to  Class  B  audits  (audits  in 
which  the  estimates  of  costs  and  savings 
associated  with  the  installation  of 
energy  conservation  and  renewable 
resource  measures  based  on  information 
collected  by  eligible  customers  about 
their  residential  buildings  and  sent  to 
the  utility  for  analysis)  since  NECPA 
does  not  directly  mention  Class  B 
audits.  See  preamble  discussion  under 
II.  C.  4.  (Program  Announcement). 

Eligible  Customer— An  eligible 
customer  means  a  person  who  both 
owns  or  occupies  a  residential  building 
and  receives  a  fuel  bill  from  a  covered 
utility  or  participating  home  heating 
supplier  for  fuel  used  in  the  residential 
building.  The  word  “both”  has  been 
inserted  in  the  definition  to  clarify  an 
earlier  potential  misconception  that  an 
eligible  customer  might  mean  a  person 
who  owns  or  occupies  a  residential 
building  or  receives  a  fuel  bill. 

Energy  Conserving  Practices — DOF. 
proposes  to  delete  the  list  and 
definitions  for  the  term  “energy 
conserving  practices”  from  this  rule  as 
their  specific  identification  is  not 
required  by  section  215(a)(4)  of  NECPA. 
Therefore,  DOE  is  proposing  to  give 
States  and  nonregulated  utilities  the 
flexibility  to  develop  their  own  lists  of 
energy  conservation  techniques  for 
inclusion  in  the  program 
announcement.2 


'The  list  of  energy  conserving  practices  from  the 
Nov.  7th  rule  are  included  here  for  States,  utilities, 
and  other  commenters  to  consider  and  use.  if 
desired.  They  are; 

(1)  Furnace  Efficiency  Maintenance  and 
Adjustments,  which  means  cleaning  and  combustion 
efficiency  adjustments  of  gas  or  oil  furnaces, 
periodic  cleaning  or  replacement  of  air  filters  on 
forced-air  heating  or  cooling  systems,  lowering  the 
bonnet  or  plenum  thermostats  to  80‘F  on  a  gas  or  oil 
forced-air  furnace,  and  turning  off  the  pilot  light  on 
a  gas  furnace  during  the  summer, 

(2)  Nightime  Temperature  Setback,  which  means 
manually  lowering  the  thermostat  control  setting  for 
the  furnace  during  the  heating  season  to  a  maximum 
of  55°F  during  sleeping  hours; 

(3)  Reducing  Thermostat  Settings  in  Winter. 
means  limiting  the  maximum  thermostat  control 
setting  for  the  furnace  to  no  higher  than  68*F  during 
the  heating  season; 


Governor — In  order  to  simplify  the 
language  of  this  proposed  rule,  the  term 
“Governor”  now  includes  a  State  agency 
specifically  designated  by  State  law  to 
carry  out  any  function  under  the  RCS 
program.  NECPA  provides  that  either 
the  Governor,  his  deisgnee,  or  such  State 
agency  may  submit  an  RCS  plan. 

Measure  Warranties — DOE  proposes 
that  the  definition  of  “measure 
warranties”  reflect  those  changes 
required  by  ESA.  Section  542  of  the  ESA 
amended  section  210(11)  of  NECPA  by 
removing  the  requirement  that  measures 
supplied  or  installed  under  the  RCS 
program  be  warranted  by  manufacturers 
to  meet  a  specified  level  of  performance 
over  a  period  of  not  less  than  three 
years.  In  its  place,  ESA  requires  that 
manufacturers,  suppliers,  and 
installation  contractors  supply  one-year 
warranties  for  measures  manufactured, 
supplied  or  installed  under  the  program. 
ESA  also  requires  that  suppliers  and 
installers  agree  to  provide  these 
warranties  in  order  to  be  included  on 
supplier  and  installer  lists  distributed  by 
utilities  and  participating  home  heating 
suppliers. 

Program  Measures — DOE  proposes  to 
*  revise  the  definition  of  the  term 
“program  measures”  to  include  those 
energy  conservation  or  renewable 
resource  measures  having  a  simple 


(4)  Raising  Thermostat  Settings  in  Summer,  which 
means  setting  the  thermostat  control  for  an  air 
conditioner  to  no  lower  than  78°F  or  higher  during 
the  cooling  season; 

(5)  Water  Flow  Reduction  in  Showers  and 
Faucets,  which  means  placing  a  device  in  a  shower 
head  or  faucet  to  limit  the  maximum  flow  to  three 
gallons  per  minute,  or  replacing  existing  shower 
heads  or  faucets  with  those  having  built-in 
provisions  for  limiting  the  maximum  flow  to  three 
gallons  per  minute; 

(6)  Reducing  Hot  Water  Temperatures,  which 
means  manually  setting  back  the  water  heater 
thermostat  setting  to  120°F,  and  reducing  the  use  of 
heated  water  for  clothes  washing; 

(7)  Reducing  Energy  Use  When  a  Home  is 
Unoccupied,  which  means  reducing  the  thermostat 
setting  to  55°F  when  a  home  is  empty  for  four  hours 
or  longer  in  the  heating  season,  turning  an  air 
conditioner  off  in  the  cooling  season  when  no  one  is 
home,  and  turning  a  water  heater  off  when  a  home 
is  vacant  for  two  days  or  longer; 

(8)  Plugging  Leaks  in  Attics,  Basements,  and 
Fireplaces,  which  means  (i)  installing  scrap 
insulation  or  other  pliable  materials  in  gaps  around 
pipers,  ducts,  fans,  or  other  items  which  enter  the 
attic  or  basement  from  a  heated  space,  (ii)  installing 
fireproof  materials  to  plug  any  holes  around  any 
damper  in  a  fireplace  and  (ill)  adding  insulation  to 
an  attic  or  basement  door; 

(9)  Sealing  Leaks  in  Pipes  and  Ducts,  which 
means  installing  caulking  in  any  leak  in  a  heating  or 
cooling  duct  tightening  or  plugging  any  leaking 
joints  in  hot  water  or  steam  pipes,  and  replacement 
of  washers  in  leaking  water  valves; 

(10)  Efficient  Use  of  Shading,  which  means  using 
shades  or  drapes  (1)  to  block  sunlight  from  entering 
a  building  in  the  cooling  season,  (ii)  to  allow 
sunlight  to  enter  during  the  heating  season,  and  (iii) 
to  cover  windows  tightly  at  night  during  die  heating 
season. 


payback  of  7  years  or  less,  as  identified 
in  Appendix  I.  In  the  alternative,  a  State 
may,  in  its  State  Plan,  exclude  any 
program  measure  which,  based  on  State- 
specific  data,  it  determines  has  a 
payback  of  more  than  7  years  using 
State  data  in  the  formula  in  proposed 
§  456.315(b).  If  a  State  chooses  to 
exclude  any  measure  using  this 
approach,  the  State  must  also  include  in 
its  State  plan  substantiating  data  for 
such  exclusion.  See  also  preamble 
discussion  under  II.C.5.b.,  Requirements 
for  Program  Audit. 

Residential  Building — As  required  by 
section  541  of  the  ESA,  the  definition  of 
the  term  “residential  building”  includes 
not  only  those  buildings  that  contain  at 
least  one  but  not  more  than  four 
dwelling  units,  but  also,  after  January  1, 
1982,  any  building  that  contains  five  or 
more  dwelling  units  that  are  neither 
centrally  heated  nor  cooled.  Originally, 
this  proposed  expanded  definition  was 
included  in  the  January  16, 1981, 
proposed  rule  dealing  primarily  with  the 
Commercial  and  Apartment 
Conservation  Service  (CACS).  The 
CACS  Program  would  provide  energy 
audit  services  to  smalll  commercial 
buildings  and  centrally  heated  or  cooled 
multifamily  buildings  of  five  or  more 
units  (44  FR  4482,  January  16, 1981).  In 
today’s  issuance,  DOE  withdraws  only 
that  part  of  the  January  16, 1981 
proposal  which  relates  to  this  expanded 
definition  of  residential  building. 

In  today’s  reproposal  of  the  .expanded 
RCS,  the  Department  considered 
comments  received  during  the  comment 
period  on  the  January  16, 1981,  proposed 
rule.  Most  commenters  expressed 
concern  over  DOE's  approach  which 
would  have  allowed  eligible  customers 
in  buildings  of  five  or  more  units  to 
choose  between  an  RCS  Program  audit 
or  a  CACS  audit.  A  CACS  audit,  as 
previously  proposed  by  DOE,  differs 
from  an  RCS  audit  in  the  measures  being 
audited  for  and  the  specificity  of  the 
cost  and  savings  that  result  from  the 
audit.  In  addition,  the  CACS  audit  (as 
proposed)  would  emphasize  the  thermal 
performance  of  the  whole  buidling, 
while  merely  sampling  the  efficiency  of 
individual  units. 

Commenters  believed  this  would 
complicate  the  program,  be  more 
burdensome  to  utilities,  and  violate 
Congressional  intent  to  separate 
centrally-space  conditioned  units  from 
individually-space  conditioned  units.  In 
light  of  the  comments  received,  in  this 
proposal  the  choice  has  been  removed. 
Many  commenters  complained  about  the 
cost  of  providing  individual  audits  for 
each  unit  of  a  large  multifamily  % 
residential  building,  believing  that  the 
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costs  would  far  exceed  the  benefits  of 
auditing  because  of  the  limitations  on 
how  much  an  individual  resident  could 
do  to  reduce  his  or  her  energy  use.  One 
example  provided  in  comments 
indicated  that  if  each  resident  in  a  200 
unit  building  requested  an  audit,  the 
auditing  cost  would  be  $10,000  (at  $50 
per  audit),  where  an  audit  of  the  whole 
building  (including  a  sampling  of  units) 
would  cost  less  than  $1,000.  The 
requirement  to  offer  audits  and  other 
RCS  services  to  individual  eligible 
customers  is  taken  directly  from  the 
ESA  amendments  to  the  NECPA. 
Consequently,  the  proposed  rule  reflects 
this  requirement.  However,  DOE  does 
not  believe  that  Congress  intended 
utilities  to  be  limited  to  making  dwelling 
unit  by  dwelling  unit  inspections  in 
residential  buildings  containing  five  or 
move  units.  States  are  therefore  free  to 
propose  alternative  audit  requirements 
in  their  RCS  plans  for  this  class  or 
residential  buildings.  States  could 
permit  utilities  to  conduct  one  whole 
building  audit  which  would  include  a 
sampling  of  individual  units.  When  an 
audit  is  requested  by  an  individual  unit 
customer,  the  utility  could  provide  the 
results  of  the  whole  building  audit  or  of 
that  portion  of  a  sample  unit  audit 
applicable  to  the  individual's  unit.  This 
approach  would  appear  to  avoid  the 
necessity  of  unit-by-unit  audits  in  every 
case,  yet  provide  useful  information 
specific  to  the  building  to  each  eligible 
customer  in  the  building  requesting  an 
audit.  In  order  to  perform  whole  building 
audits,  a  State  may  need  to  develop 
auditing  procedures  and  add 
appropriate  measures  to  these  audits, 
such  as  outdoor  lighting.  DOE  feels  that 
the  benefit  of  reduced  auditing  costs 
resulting  from  the  State’s  use  of  whole¬ 
building  audits,  makes  this  voluntary 
effort  on  the  State's  part  worthwhile. 

State  Measure — DOE  proposes  to 
delete  this  term.  See  the  preamble 
discussion  at  II.C.16.,  State  Measures. 

Useful  Life — Because  this  term  is  no 
.longer  used  in  the  term  “measure 
warranties"  as  a  means  of  measuring 
effectiveness,  DOE  proposes  to  delete  it. 

4.  Utility  and  Home  Heating  Supplier 
Liability.  DOE  proposes  to  delete 
§  456.106  of  the  November  7th  rule, 
which  reflected  NECPA  Conference 
Report  language  suggesting  that  a 
covered  utility  or  home  heating  supplier 
should  not  be  held  liable,  by  virtue  of  its 
role  in  performing  arranging  services,  in 
any  cause  of  action  between  a  customer 
and  a  lender  or  contractor.  This 
provision  is  not  specifically  mandated 
by  NECPA,  nor  has  it  contributed  to 
State  Plan  implementation  or  flexibility. 


DOE  seeks  comments  on  the  proposed 
deletion  of  this  section. 

B.  Subpart  B — Preparation,  Submission 
and  Approval  of  State  Plans  and 
Temporary  Programs 

1.  Procedures  for  Submission  and 
Approval  of  State  Plans — §  §  456.202. 
456.203,  and  456.204.  DOE  proposes  to 
simplify  the  procedures  for  preparation 
and  submission  of  State  Plans.  DOE 
proposes  to  delete  the  initial  submission 
requirements  contained  in  §  456.202  of 
the  November  7th  rule,  since  such 
requirements  are  not  specifically 
required  by  NECPA.  A  Governor  may 
submit  a  proposed  plan  to  DOE 
following  the  statutorily  required  notice, 
opportunity  for  public  comment  and 
public  hearing.  DOE  proposes  to  delete 
its  criteria,  as  set  forth  in  §  456.204  of 
the  November  7th  rule,  for  establishing 
notice.  States  will  have  the  flexibility  to 
determine  for  themselves  what 
procedures  are  necessary  to  meet  the 
notice  and  public  hearing  requirement  of 
section  213  of  NECPA.  In  addition,  DOE 
proposes  deleting  all  requirements  for 
coordination  among  the  States  or 
between  the  Governor  and  the  State 
regulatory  agency  contained  in  §  456.203 
of  the  November  7th  rule.  Such 
coordination,  while  potentially  helpful 
for  development  and  implementation  of 
the  State  plan,  is  not  specifically 
required  by  NECPA.  The  proposed  rule, 
in  §  456.204,  requires  submission  of  only 
three  copies  of  the  Plan  instead  of  the 
ten  copies  required  in  §  456.205  of  the 
November  7th  rule. 

Also  deleted  is  the  requirement  that 
the  Governor  certify  to  DOE  utility 
compliance  with  the  State  Han  upon  its 
approval,  and  the  requirement  that  the 
State  inform  the  utilities  of  the  contents 
and  the  requirements  of  the  State  Plan. 

Finally.  DOE  proposes  to  eliminate 
the  requirements  in  §  456.205  of  the 
November  7th  rule  that  resubmission  of, 
and  amendment  to,  the  State  Plan  follow 
the  same  procedures  as  the  original 
plan. 

2.  Tennessee  Valley  Authority 
(TV A) — §  456.206.  Consistent  with  the 
simplified  procedures  in  §  456.104  of 
today’s  proposed  rule,  DOE  proposes  to 
eliminate  the  TVA  preliminary 
submission  and  coordination 
requirements  in  §  456.207  of  the 
November  7th  rule. 

3.  Temporary  Programs — §  456.207. 
The  public  should  note  the  significance 
of  section  549(c)  of  the  ESA  which 
extends  the  period  for  submission  of  a 
Temporary  Program.  A  State  or  utility 
may  now,  or  anytime  prior  to  180  days 
from  the  effective  date  of  this  rule,  elect 
to  submit  a  Temporary  Program  which  is 
designed  to  meet  the  criteria  for 


approval  of  such  plans  contained  in 
§  456.208  of  the  November  7th  rule.  Such 
a  program  may  be  used  to  exempt  a 
utility  temporarily  from  one  or  more  of 
the  following  statutory  provisions:  the 
program  announcement  requirements: 
the  auditing,  arranging,  and  list 
distribution  requirements;  the 
accounting  and  payment  of  costs 
requirements:  the  requirements 
regarding  new  customers;  the  provisions 
regarding  termination  of  utility  service; 
the  requirement  regarding  repayment  of 
loans;  and  the  prohibition  on  supply  and 
installation  of  residential  energy 
conservation  measures.  A  temporary 
exemption  may  not  be  granted  for 
activities  which  are  the  State's 
responsibility  (e.g.,  listing  and  post¬ 
installation  inspections).  Anyone 
interested  in  a  Temporary  Program 
should  read  §  456.208  of  the  November 
7th  rule  for  details  on  the  procedures  for 
submission  and  the  requirements  which 
must  be  satisfied  for  approval  of  a 
Temporary  Program.  Although  DOE  is 
required  to  make  a  case-by-case 
determination  on  each  proposed 
program,  we  believe  that  a  proposal 
based  on  this  proposed  rule  would  be 
apt  to  satisfy  the  statutory  requirements 
that  a  Temporary  Program  would  be 
likely  to  result  in  the  installation  of 
program  measures  in  at  least  as  many 
residential  buildings  as  would  have 
been  installed  had  such  utility  not  been 
granted  a  Temporary  Program 
exemption. 

Because  the  remainder  of  the 
requirements  in  proposed  §  456.207  are 
required  by  NECPA,  DOE  is  proposing 
only  to  eliminate  the  specific  periodic 
review  and  reporting  requirements  for 
Temporary  Programs.  The  latter 
requirement  is  covered  by  proposed 
§  456.316,  the  general  reporting  and 
recordkeeping  requirement  for  the  RCS 
Program. 

C.  Subpart  C — Content  of  State  Plans 

1.  Procedures  for  Enforcing 
Compliance  with  the  State  Plan — 

§  456.303.  Under  this  proposed  rule,  as  in 
the  Nov.  7th  rule,  a  State  would  be 
responsible  for  enforcing  compliance 
with  the  State  RCS  plan,  including 
consumer  protection  provisions.  The 
plan  would  have  to  describe  the 
enforcement  procedures  to  be  followed, 
but  the  scope  of  the  description  of  the 
procedures  would  be  left  to  State 
discretion.  DOE  believes  that  this 
proposal  will  provide  a  State  with  the 
flexibility  to  select  the  most  appropriate 
enforcement  mechanism.  DOE  has  also 
deleted  the  requirement  that  State  Plans 
contain  procedures  concerning  conflicts 
of  laws  because  it  is  not  required  by 
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NECPA  (see  discussion  under  II.A.1., 
Petitions  Concerning  Conflicts  of  Law). 
DOE  solicits  comments  on  this 
approach. 

2.  State  Monitoring  of  Utility  Supply, 
Installation  and  Financing — §  456.304. 
This  section  is  proposed  to  reflect  the 
ESA  changes  to  NECPA  requiring  that  a 
State  Plan  contain  provisions  to  assure 
that  utility  supply,  installation  and 
financing  programs  comply  with  certain 
statutory  requirements,  set  forth  in 

§  456.304. 

DOE  proposes  to  delete  the 
requirement  that  utilities  conducting 
such  activities  be  listed  in  the  same 
manner  as  other  suppliers,  installers, 
and  lenders,  and  to  delete  the 
requirement  that  State  Plans  describe 
the  content  and  treatment  of  State  or 
locally  authorized  utility  supply, 
installation  or  financing  in  relation  to. 
the  RCS  Program,  since  neither  is 
statutorily  required.  However  the 
statutory  requirement  to  conduct  such 
activities  in  a  nondiscriminatory  and 
competitive  manner  remains. 

3.  Scope  of  Benefits.  DOE  proposes  to 
delete  §  456.305  of  the  Nov.  7th  rule, 
which  requires  that  State  specify  in  their 
plans  what  actions  by  eligible  customers 
will  entitle  them  to  receive  program 
benefits  and  that  these  benefits  become 
available  at  least  when  the  utility 
arranges  services  for  a  customer.  The 
proposed  rule  would  allow  a  State  to 
determine  when  such  benefits  become 
available  and  how  best  to  inform  the 
customers  of  what  their  benefits  are. 

4.  Program  Announcement — §  456.305. 
To  reduce  the  regulatory  requirements 
of  the  RCS  Program,  DOE  would  require 
that  the  program  announcement  contain 
only  the  minimum  informational 
provisions  required  under  section  215  of 
NECPA. 

DOE  is  proposing  to  delete  the 
specific  list  of  energy  conserving 
practices  developed  by  DOE  for  the 
Nov.  7th  rule  (see  discussion  under 
II.A.3.,  Definitions).  However,  utilities 
are  still  required  by  NECPA  to  include 
suggestions  of  energy  conservation 
techniques  as  part  of  the  program 
announcement.  A  State  also  could 
include  in  the  program  announcement 
information  regarding  measures  added 
independently  by  the  State. 

DOE  proposes  to  delete  any  specific 
requirements  that  estimates  of  energy 
savings  be  consistent  from  utility  to 
utility.  However,  DOE  anticipates  that 
States,  utilities  and  home  heating 
suppliers  will  ensure  that  these 
estimates  are  expressed  in  a  way  that  is 
understandable  to  customers  and  that 
offers  consistent  information.  DOE 
requests  comments  on  anticipated 
results  if  cost  savings  information  is  no 


longer  specifically  required  by  our  rule 
to  be  consistent. 

DOE  proposes  to  delete  the  broad 
prohibition  against  including  any 
advertising  as  part  of  the  program 
announcement,  which  prohibition  was 
contained  in  §  456.306(a)(10)  of  the  Nov. 
7th  rule.  Instead,  DOE  proposed  a 
requirement  that  any  such  advertising 
not  adversely  affect  competition.  DOE 
seeks  comment  on  whether  this  general 
guidance  will  be  adequate  to  avoid 
abuse. 

DOE  has  deleted  the  prohibition 
against  discussion  Class  B  audits  in  the 
program  announcement.  However, 
section  215(b)(1)(A)  of  NECPA  requires 
a  utility  to  offer  to  inspect  the 
residential  building  (either  directly  or 
through  one  or  more  contractors). 
Therefore,  Class  B  audits  may  not  be 
offered  in  lieu  of  onsite  audits  as  part  of 
the  RCS  Program. 

5.  Requirements  for  Program  Audits — 

§  456.306.  a.  Content  of  Program  Audits. 
To  reduce  the  regulatory  burden  placed 
on  State  and  utilities  by  RCS  and  to 
reduce  the  cost  of  the  program  audit, 

DOE  proposes  to  require  only  those 
provisions  specifically  mandated  by 
NECPA.  DOE  proposes  that  State  Plans 
describe  the  energy  audit  services  to  be 
offered  by  covered  utlities  and 
participating  home  heating  suppliers.  At 
a  minimum,  a  customer  must  be 'offered 
an  audit  which  addresses  all  applicable 
program  measures.  Procedures  must  also 
be  included  in  the  State  Plan  to  assure 
the  validity  of  the  program  audit. 

DOE  proposes  to  delete  the 
requirement  that  an  audit  be  provided  to 
an  eligible  customer  within  a  reasonable 
time  after  the  customer’s  request.  DOE 
believes  that,  based  upon  good  business 
practices,  utilities  and  home  heating 
suppliers  will  offer  prompt  response  to 
all  audit  requests. 

Since  NECPA  does  not  specifically 
require  that  the  auditor  determine  which 
of  the  energy  conserving  practices 
would  save  energy  in  the  residence,  that 
the  auditor  explain  such  energy 
conserving  practices  to  the  eligible 
customers,  that  auditors  emphasize  the 
importance  of  these  practices,  or  that 
•they  recommend  these  paractices  be 
performed  before  installation  of  any 
program  measure,  these  requirements 
are  proposed  for  deletion.  DOE  requests 
comments  as  to  whether  deleting  these 
requirements  would  significantly  affect 
the  costs  or  benefits  of  the  audits. 

b.  For  Which  Measures  Must  an  Audit 
be  Conducted.  DOE  estimates  that  the 
audit  is  the  single  most  expensive  RCS 
Program  element.  By  reducing  the 
requirements  for  an  audit,  DOE 
proposes  to  significantly  reduce  program 
costs.  The  largest  savings  would  result 


from  a  change  in  the  criteria  for 
determining  which  measures  must  be 
audited  so  that  only  those  measures 
which  have  the  greatest  potential  to 
maximize  the  savings  to  the  eligible 
customer  would  be  included. 

As  a  result,  DOE  is  proposing  that  a 
State  need  only  require  audits  for  those 
measures  defined  in  §  456.105(d)  and  (w) 
as  energy  conservation  and  renewable 
resource  measures  which  have  a 
payback  period  of  7  years  or  less  based 
on  an  economic  formula  prescribed  by 
DOE  for  use  in  a  prototypical  house,  as 
discussed  below  and  in  Appendix  II,  in 
that  State.  Appendix  I  to  this  rule  sets 
forth  charts  identifying,  by  State,  such 
program  measures. 

The  prototypical  house  upon  which 
the  RCS  measures  table  is  based  is  a 
model  of  the  ranch  style  home 
developed  in  the  National  Bureau  of 
Standards  document  NBSIR  77-1309. 

This  house  is  based  upon  a  National 
Association  of  Home  Builders  (NAHB) 
survey  of  84,000  homes  built  by  1600 
builders  selected  randomly  from  the 
builder  members  of  NAHB.  The  home  is 
typical  of  ranch  styles  built  in  1974. 
However,  some  characteristics  of  the 
prototypical  house  have  been  slightly 
modified  to  provide  a  means  for 
calculating  all  RCS  measures.  For 
example,  DOE  has  reduced  the  assumed 
insulation  levels  from  the  NAHB  survey 
1974)  level  of  R-19  ceiling  and  R-ll 
walla  to  R-7  insulation  in  the  ceiling  and 
no  insulation  in  the  walls  as  a  basis  for 
the  measures  table.  The  assumed 
furnace  and  hot  water  heater  space  has 
been  enlarged  to  accommodate  oil 
furnaces  and  storage  for  solar  domestic 
hot  water  systems.  The  prototypical 
house  and  the  assumptions  are  being 
chosen  as  representative  of  typical 
homes  in  the  nation  which  could  benefit 
from  RCS  measures.  DOE  believes  that 
the  prototypical  home  should  reflect 
features  which  are  commonly  found  in  a 
substantial  portion  of  all  existing  homes. 
In  this  way,  DOE  hopes  to  ensure  that 
the  Program  include  those  measures 
which  could  have  widespread  benefits 
without  requiring  the  inclusion  of  those 
measures  which  would  have  only  very 
limited  cost-effective  applications. 

Public  comment  is  solicited  on  the 
assumptions  regarding  the  prototypical 
home  which  were  used  in  determining 
the  program  measures  identified  in 
Appendix  I.  The  DOE  assumptions 
about  the  home  are  listed  in  Appendix  II 
to  this  rule. 

The  program  measures  identified  in 
Appendix  I  may  have  payback  periods 
which  differ  from  State  to  State  due  to 
variations  in  climatic  conditions,  utility 
rates,  and  State  tax  credits.  DOE 
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believes,  however,  that  the  basic 
approach  taken  in  determining  which 
measures  are  program  measures  should 
be  the  same  in  each  State.  Therefore. 
DOE  has  developed  an  economic 
formula  to  be  used  in  making  such 
determinations. 

While  DOE  recognizes  that  no 
economic  formula  could  satisfy 
everyone's  concerns,  we  have  proposed 
a  formula  which  we  believe  combines 
simplicity  with  the  significant  economic 
factors.  Specifically,  DOE  is  proposing 
that  any  residential  energy  conservation 
and  renewable  resource  measure  is  a 
program  measure  which,  if  installed  in 
the  prototypical  house,  as  described 
above  and  in  Appendix  II,  has  a 
maximum  7-year  simple  payback  in  that 
State. 

The  payback  is  calculated  in  the 
following  manner: 
p_  F— T,  where 
S 

P= Simple  payback 

S= First  year  energy  savings  (in  dollars) 

F= Installed  first  cost 
T= Federal  and  State  tax  credits 

The  proposed  economic  formula 
estimates  simple  payback  by  taking  into 
account  regional  energy  prices  (provided 
by  DOE’s  Energy  Information 
Administration),  national  material  and 
installation  costs,  Federal  and  State 
income  tax  credits,  heating  degree  days, 
cooling  degree  days  and  winter  and 
summer  wind  factors.  For  purposes  of 
calculation,  air  conditioning  energy  was 
used  if  there  were  any  cooling  degree 
days  or  summer  wind  factors  present  in 
a  particular  region.  The  first  year  energy 
savings  (S)  were  determined  by  applying 
the  DOE  Model  Audit  calculation 
procedures.  The  formula  also  does  not 
take  into  consideration  the  interaction 
between  measures. 

The  installed  first  cost  (F)  for  each 
measure  was  based  on  the  cost  of 
resident  purchase  and  installation 
(identified  in  Appendix  I  with  an  “R"). 
the  cost  of  contractor  installation 
(identified  in  Appendix  I  with  a  “C"),  or 
both  (identified  in  Appendix  I  with  the 
notation  “RC”).  DOE  applies  <?nly 
resident — installed,  costs  to  those 
measures  which  are  not  likely  to  be 
installed  by  a  contractor:  caulking, 
weatherstripping,  and  clock  thermostats. 
Contractor-installed  costs  only  were 
used  in  determining  cost-effectiveness 
for  those  items  which  are  not  likely  to 
be  installed  by  the  resident  or  where 
building  codes  or  regulations  and  safety 
consideration  were  likely  to  preclude 
homeowner  installation.  These 
measures  are:  wall  insulation,  storm  or 
thermal  windows  and  doors, 


replacement  heating  systems  and  oil 
burners,  vent  dampers,  HD’s 
replacement  central  air  conditioners, 
active  solar  space  heating,  combined 
active  solar  space  heating  and  hot  water 
heating  systems,  solar  domestic  water 
heating  systems,  replacement  solar  pool 
heaters  and  wind  energy  devices.  DOE 
applied  both  resident-installed  costs  and 
contractor-installed  costs  to  those 
measures  which  are  commonly  installed 
by  either  a  homeowner  or  a  contractor: 
ceiling  and  floor  insulation,  water  heater 
insulation,  duct  and  pipe  insulation,  and 
reflective  or  absorptive  films.  In  some 
instances,  a  measure  qualified  as  a 
program  measure  only  if  installed  by  a 
resident  because  of  the  generally  higher 
cost  of  contractor  installation.  For 
example,  duct  insulation  in  zone  2  in 
Arizona  only  fell  within  the  7-year 
payback  period  when  installed  by  a 
resident,  but  not  if  installed  by  a 
contractor.  In  other  instances,  the 
measure  did  not  qualify  as  a  program 
measure  using  either  contractor-or 
resident-installed  cost  (e.g.,  wind  energy 
devices).  DOE  solicits  comments  on 
whether  its  assumptions  regarding 
resident  and  contractor  installation  of 
measures  accurately  reflects  common 
practice  in  the  marketplace.  Certain 
measures  did  not  fall  within  the  7-year 
payback  period  in  any  climate  zone  or 
for  any  fuel  type  and  are  therefore  no 
longer  considered  program  measures 
(active  solar  space  heating  systems, 
combined  active  solar  space  heating  and 
hot  water  systems,  and  HD’s). 

DOE  proposes  to  reserve  decision  on 
all  passive  solar  measures.  In  the  Nov. 
7th  rule,  DOE  specified  that  passive 
solar  space  heating  and  cooling  systems 
were  measures  for  all  building 
categories  in  all  climate  zones.  Passive 
solar  measures  were  defined  by  DOE  to 
include  direct  gain  glazing  systems, 
indirect  gain  systems,  solaria/ sunspace 
systems  and  window  heat  gain  or  loss 
retardants.  The  necessary  research  to 
determine  the  payback  periods  for  these 
measures  has  not  been  completed  at  this 
time.  Consequently,  DOE  does  not 
believe  there  is  an  adequate  basis  at  the 
present  time  to  include  passive  solar 
measures  in  the  RCS  Program.  Public 
comment  is  solicited  on  the  cost- 
effectiveness  and  applicability  of  each 
of  the  passive  solar  measures  when 
applied  to  existing  homes,  as  these 
factors  vary  by  climate  and  category  of 
fuel  use.  The  submission  of  actual 
installed  retrofit  cost  and  savings  data 
in  support  of  such  comments  would  be 
helpful.  DOE  will  continue  its  efforts  to 
develop  accurate  cost  and  savings 
estimates  for  these  measures,  and  will 
propose  their  inclusion  where 
appropriate  as  program  measures  under 


the  RCS  Program  at  a  future  date.  If  a 
final  rule  is  adopted  in  this  proceeding 
with  passive  solar  measures  reserved, 
the  reserving  of  such  measures  would 
not  have  the  effect  of  requiring  their 
inclusion  as  program  measures.  Until 
such  time  as  passive  solar  measures  are 
included  by  a  final  rulemaking,  such 
measures  will  not  be  considered 
program  measures.  It  should  be  noted, 
however,  that  States  have  the  flexibility 
to  determine  whether  passive  solar 
measures  are  applicable  within  a  State 
and  to  include  them  as  part  of  the  audit 
where  they  deem  appropriate. 

The  methodology  proposed  herein 
differs  from  the  approach  used  in  the 
Nov.  7th  rule  in  a  number  of  respects. 

The  determinations  of  conservation 
program  measures  in  the  Nov.  7th  rule 
were  based  primarily  on  HUD  miminum 
property  standards  (MPS),  except  for 
certain  measures  which  were 
determined  to  be  appropriate  based  on 
public  comments  on  the  original 
proposed  RCS  regulations  (e.g.,  caulking, 
weatherstripping). 

The  renewable  resource  measures 
were  identified  by  a  20-year  life  cycle 
cost  analysis,  as  opposed  to  the  seven 
year  simple  payback  period  proposed 
herein.  Additionally,  the  renewables 
were  analyzed  on  the  Nov.  7th  rule  for  a 
single  family  ranch  home  of  1500  square 
feet,  a  two-story  attached  townhouse  of 
1500  square  feet,  and  a  mobile  home.  In 
this  proposed  rule,  program  measures 
were  analyzed  for  one  prototypical 
house.  The  data  used  for  determining 
cost-effectiveness  of  renewable  resource 
program  measures  also  differs 
somewhat  from  that  used  in  the  Nov.  7th 
rule.  Whereas  the  Nov.  7th  rule  utilized 
1980  projected  fuel  prices,  this  proposed 
rule  is  based  on  estimated  current  fuel 
prices,  which  are  considerably  higher 
than  those  that  were  projected.  In  1979, 
the  Wind  Energy  Resource  Atlas 
prepared  by  Pacific  Northwest 
Laboratory  contained  wind  data  only  for 
the  northwestern  United  States,  whereas 
that  data  is  not  available  for  the  entire 
country.  Finally,  the  Nov.  7th  rule  only 
took  into  account  Federal  tax  credits 
(not  State  credits),  and  the  Federal  tax 
credits  for  renewables  were 
significantly  smaller  at  that  time  than 
the  tax  credits  available  now. 

In  addition  to  the  deletion  of  many 
program  measures,  DOE  is  proposing 
several  other  changes  to  the  Table  of 
Program  Measures  in  Appendix  I.  The 
table  has  been  revised  to  clearly 
designate  whether  a  conservation 
measure  is  a  program  measure  if 
installed  on  a  do-it-yourself  basis  (R),  by 
a  contractor  (C),  or  both  (RC).  Thus,  an 
audit  with  respect  to  an  "R”  measure 
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would  only  have  to  address  the  cost  of 
purchasing  the  material;  with  respect  to 
a  “C”  measure,  only  the  cost  of  a 
contractor-installed  measure.  Only  with 
respect  to  an  “RC"  measure  would  the 
audit  have  to  address  both  the  cost  of 
purchase  and  the  cost  of  contractor 
installation.  This  proposal  would,  in 
some  cases,  therefore,  reduce  the  burden 
on  utilities  of  auditing  both  for  cost  of 
purchasing  a  program  measure  and  for 
the  cost  of  installing  that  same  measure 
as  currently  required  by  the  Nov.  7th 
rule.  DOE  is  also  proposing  to  delete  the 
use  of  building  types  (i.e.  single-family 
detached,  attached  buildings,  and 
mobile  homes)  in  favor  of  one 
prototypical  house. 

In  the  Nov.  7th  rule,  DOE  identified  a 
specific  R-value  for  each  climatic  zone 
and  principal  type  of  space  heating  fuel 
for  ceiling  and  floor  insulation.  In  this 
proposed  rule,  however,  DOE  identifies 
the  program  measures  of  ceiling 
insulation  and  floor  insulation  at  a 
single  R-value,  as  discussed  below. 

The  proposed  measures  table 
represents  the  addition  of  R-ll  ceiling 
insulation  to  the  existing  R-7  ceiling 
insulation  assumed  for  the  prototypical 
house.  The  assumption  of  an  existing  R- 
7  ceiling  insulation  level  was  based  on 
insulation  manufacturer's  data  which 
indicated  that  the  majority  of  existing 
attics  which  have  not  been  re-insulated 
having  an  existing  R-rule  falling 
between  R-5  and  R-9.  Therefore,  DOE 
selected  R-7  insulation  as  the  assumed 
R-level  of  ceiling  insulation  for  the 
prototypical  house.  DOE  chose  the 
addition  of  R-ll  insulation  because  R- 
11  is  a  standard  batt  size  which,  when 
added  to  the  existing  R-7  insulation 
assumed  for  the  prototypical  house, 
would  result  in  a  7-year  payback  in  most 
instances.  In  today's  rule  DOE  is 
proposing  to  establish  an  insulation 
level  of  R-18  or  more  as  the  program 
measure  for  ceiling  insulation.  The  effect 
of  this  is  to  require  an  audit  for  this 
program  measure  if  an  eligible 
customer’s  residence  has  less  than  R-18 
ceiling  insulation. 

The  proposed  measure  table 
represents  R-ll  floor  insulation  added 
to  an  uninsulated  floor  assumed  for  the 
prototypical  house.  DOE  selected  R-ll 
floor  insulation  as  the  program  measure 
because  it  is  the  smallest  standard  batt 
size  commonly  availabile.  While  DOE 
recognizes  that  this  would  result  in 
program  measures  with  low  suggested 
R-values  in  many  States,  this  proposal  is 
intended  to  give  States  the  flexibility  to 
determine  for  themselves  the 
appropriate  levels  of  recommended 
insulation.  DOE  solicits  comments  on 
this  proposal,  as  well  as  on  whether  to 


retain  the  approach  used  in  the  Nov.  7th 
rule,  which  was  to  require  specific  R- 
values  that  varied  by  climate  zone  and 
categories  of  fuel  type. 

In  the  Nov.  7th  rule,  DOE  did  not 
specify  the  type  of  wind  energy  device 
that  was  determined  to  be  a  program 
measure.  However,  in  an  effort  to 
identify  in  this  proposal  only  those 
program  measures  which  would  be  most 
cost-effective,  DOE  applied  the 
proposed  economic  formula  to  the  two 
most  widely  employed  types  of  wind 
energy  devices.  The  first  type  is  a  2 
kilowatt  non-utility  interconnected 
direct  current  (DC)  wind  machine 
(identified  in  Appendix  I  with  an  “X”). 
The  second  type  is  a  2  kilowatt 
interconnected  alternating  current  (AC) 
wind  machine  (identified  in  Appendix  I 
with  a  "y”).  Neither  of  these  types 
utilized  electrical  storage.  The  result  of 
applying  the  proposed  economic 
formulas  to  such  wind  energy  devices  is 
the  deletion  of  wind  energy  devices  as  a 
program  measure  for  many  geographic 
areas.  In  most  of  the  remaining 
geographic  areas  where  wind  energy 
devices  would  remain  as  a  program 
measures,  the  DC  wind  machine  was 
found  to  be  the  only  cost-effective  wind 
energy  device.  However  in  a  few 
geographic  areas  both  the  AC  and  DC 
systems  would  be  cost-effective. 

Because  it  is  not  DOE's  intention  to 
create  additional  burdens  by  this  rule, 
the  latter  finding  causes  some  concern. 
Therefore,  although  DOE  is  proposing  to 
include,  where  appropriate,  both  types 
of  wind  systems  as  a  program  measure, 
it  does  not  intend  to  make  this  change 
final  if  comments  received  demonstrate 
that  the  benefits  of  auditing  for  both 
types  of  systems  are  outweighed  by  any 
additional  burdens  associated  with  this 
requirement.  DOE  solicits  comments  on 
the  impact  that  this  change  would  have 
on  existing  programs. 

Several  measures  would,  under  the 
previously  discussed  proposed 
methodology,  become  program  measures 
for  particular  climate  zones  in  States, 
although  they  are  not  program  measures 
in  those  areas  under  the  Nov.  7th  rule. 
These  include  floor  insulation  in  many 
areas,  storm  and  thermal  windows  and 
doors  in  several  areas  and  wind  energy 
devices  in  only  a  few  areas.  DOE 
attributes  these  additions  resulting  from 
use  of  the  proposed  methodology  to 
several  factors.  First,  the  proposed 
methodology  uses  recent  energy  prices, 
which  in  most  cases  reflect  a  significant 
escalation  over  the  figures  used  for  the 
Nov.  7th  rule.  Secondly,  the  effect  of 
State  tax  credits  is  accounted  for  in  the 
economic  formula  for  the  first  time  and 
the  Federal  tax  credits  now  available 


are  greater  than  those  used  in  the  Nov. 
7th  rule.  Lastly,  changes  have  been 
made  to  the  characteristics  of  the 
prototypical  house  which  would  make 
the  use  of  certain  measures  more  cost- 
effective. 

In  light  of  DOE’;8  intention  to  reduce 
rather  than  increase  the  burden  of  the 
RCS  Program  on  States  and  utilities, 

DOE  is  not  proposing  to  include  these 
additional  measures  in  the  RCS 
Program.  DOE  believes  that  the  cost  to 
States  and  utilities  of  amending  RCS 
Plans,  retraining  auditors,  and  reprinting 
program  announcements  may  outweigh 
the  benefit  of  providing  audits  for  such 
measures.  DOE  solicits  comments  on 
this  approach.  DOE  has  bracketed  in 
Appendix  I  those  new  program 
measures  that  the  proposed 
methodology  would  add. 

Some  States  may  not  wish  to  use  the 
regional  energy  prices  or  national 
material  and  installation  costs  used  by 
DOE  in  determining  the  payback  periods 
of  measures.  Again,  in  order  to  provide 
maximum  flexibility  to  States  in 
tailoring  programs  most  appropriate  to 
its  particular  circumstances,  a  State  may 
substitute  its  own  data  to  reflect  local 
energy,  material  and  installation  costs, 
as  well  as  the  characteristics  of 
prototypical  homes  in  the  State.  This 
procedure  would  allow  a  State  to 
exclude  any  program  measure  listed  in 
Appendix  I  which,  based  on  State- 
specific  data,  has  a  payback  period 
which  exceeds  seven  years.  The  State 
would  be  required  to  submit  the  data 
substantiating  such  exclusion  in  its 
State  Plan. 

Even  in  the  absence  of  such  exclusion, 
a  State  may  determine  that  auditing  for 
a  particular  measure  is  inappropriate 
under  certain  circumstances.  DOE 
would  encourage  such  a  State  to 
develop,  in  accordance  with  proposed 
§  456.306(a)(2),  applicability  cirteria, 
that  is,  criteria  which  an  auditor  would 
consider  in  determining  whether  a 
particular  measure  should  be  audited  for 
in  a  given  residence.  The  applicability 
criteria  then  may  be  used  to  change  the 
scope  of  the  audit  to  those  measures 
applicable  to  a  particular  residence. 
While  the  Nov.  7th  rule  sets  forth 
specific  applicability  criteria,  DOE 
proposes  in  this  rule  to  delete  such 
criteria  and  to  allow  States  to  develop 
their  own  criteria  in  the  State  Plan, 
subject  to  the  statutory  prohibition 
against  unfair  discrimation  among 
measures  (section  213(b)(2)(A)  of 
NECPA). 

An  alternative  of  the  7-year  payback 
criterion,  which  DOE  considered  but  did 
not  propose,  is  the  degree  of  difficulty  in 
auditing  for  a  particular  measure. 
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Difficulty  in  auditing  for  measures  has 
several  possible  impacts  on  cost, 
including  the  length  of  auditing  time 
required,  the  amount  of  training 
required,  and  the  qualifications  required 
for  the  auditor.  Under  this  alternative. 
DOE  would  base  the  selection  of 
program  measures,  in  whole  or  part,  on 
the  costs  of  including  particular 
measures  in  the  program  audit 
compared  to  the  likely  savings  or  other 
benefits  that  would  result.  DOE  believes 
that  most  measures  which  are  difficult 
to  audit  for  will  be  eliminated  from  the 
RCS  Program  as  a  direct  result  of  the 
proposed  adoption  of  the  7-year 
payback  period.  However,  the 
Department  would  like  the  public  to 
examine  this  alternative,  to  present 
other  alternatives,  and  to  provide 
comment  and  supporting  information 
and  data  on  the  costs  associated  with 
these  alternatives.  DOE  also  seeks 
comment  on  the  appropriateness  of  the 
economic  formula  used  to  determine  the 
program  measures  identified  in 
Appendix  I.  Copies  of  the  methodology 
used  to  determine  the  proposed  RCS 
measures  table,  including  copies  of  the 
DOE  Model  Audit,  may  be  obtained  by 
writing:  Mr.  Mark  Friedrichs,  Building 
Services  Division,  Conservation  and 
Renewable  Energy,  1000  Independence 
Avenue,  S.W.,  Mailstop  CE-115, 
Washington,  D.C.  20585. 

c.  Results  of  Program  Audit.  DOE 
proposes  that  audit  results  be  provided 
in  writing  to  each  eligible  customer 
whose  residence  or  building  has  been 
audited.  The  results  must  include 
estimates  of  the  total  cost  of  installation 
by  a  contractor  of  each  applicable 
program  measure  addressed  in  the 
program  audit.  The  results  also  must 
include  estimates  of  the  total  cost 
(expressed  in  dollars  or  a  range  of 
dollars)  of  each  applicable  program 
measure  which  the  customer  might 
install  himself  or  herself.  These 
measures  do  not  include  replacement 
central  air  conditioners,  replacement 
heating  systems,  active  solar  heating, 
solar  domestic  hot  water  systems, 
furnace  efficiency  modifications, 
devices  associated  with  load 
management  techniques,  wall  insulation, 
storm  windows  and  doors  and  wind 
energy  devices.  DOE  would  require  the 
inclusion  of  only  contractor-installed 
costs  for  these  measures  because  the 
improper  installation  of  such  measures 
could  create  a  substantial  risk  of  serious 
injury  or  are  not  easily  installed  by 
homeowners.  Therefore,  the  installation 
of  these  measures  should  not  be 
attempted  by  an  untrained  person. 
Estimates  of  the  savings  in  energy  costs 


of  each  applicable  program  measure 
must  also  be  provided. 

DOE  would  delete  the  requirement 
that  the  auditor  provide  audit  result  in- 
person  and  on-site.  DOE  believes  that 
the  flexibility  to  determine  the  method 
of  delivery  of  audit  results  should  be  left 
to  the  States  or  utilities. 

Since  they  are  not  specifically 
required  by  NECPA,  the  supplementary 
information  provisions  (such  as 
information  on  tax  credits  and  financial 
assistance  programs)  previously 
required  to  be  included  as  part  of  the 
audit  results  are  proposed  for  deletion. 

A  State  could  decide,  or  course,  to  retain 
these  requirements  in  the  State  Plan. 

d.  Program  Audit  Prohibitions.  In 
accordance  with  NECPA  requirements, 
DOE  proposes  to  retain  the  provisions 
which  provide  protection  against 
anticompetitive  and  discriminatory 
practices.  These  provisions  include: 
prohibiting  any  auditor  from 
recommending  any  supplier,  contractor 
or  lender  listed  in  accordance  with 
proposed  §  456.311(b)  if  such 
recommendation  would  unfairly 
discriminate  among  suppliers, 
contractors  or  lenders;  and  prohibiting 
any  unfair  discrimination  among 
program  measures  or  customers. 

The  prohibition  against  an  auditor 
estimating  (as  part  of  the  audit)  the 
costs  or  energy  savings  of  any  product 
which  is  neither  an  energy  conserving 
practice  nor  a  program  measure  has 
been  proposed  for  deletion  since  it  is  not 
specifically  required  by  NECPA.  For  the 
same  reason,  the  requirement  that  the 
auditor  provide  the  eligible  customer 
with  a  written  statement  of  any 
substantial  interest  which  the  auditor  or 
the  auditor’s  employer  has  directly  or 
indirectly  in  the  sale  or  installation  of 
any  program  measure  has  been 
proposed  for  deletion.  Although  these 
specific  requirements  have  been 
eliminated,  the  prohibition  against 
anticompetitive  and  discriminatory 
practices  remains.  Pursuant  to  section 
213(b)  of  NECPA  States  must  establish 
adequate  measures  to  ensure  that  the 
prohibition  is  enforced. 

e.  Qualifications  for  Program 
Auditors.  DOE  proposes  the  elimination 
of  auditor  qualification  procedures  listed 
under  §  456.314  of  the  Nov.  7th  rule.  See 
preamble  discussion  at'lI.Cll.  DOE 
proposes  that  the  State  Plan  require  only 
that  each  person  who  performs  a 
program  audit  be  qualified  to  conduct 
the  necessary  measurements  to 
determine  the  estimated  costs  and 
savings  of  the  installation  of  program 
measures.  DOE  anticipates  that  the 
States  and  utilities  will  have  sufficient 


incentives  to  provide  for  good  quality 
audits. 

f.  Class  B  Energy  Audits.  DOE  has 
deleted  all  reference  to  Class  B  audits  as 
discussed  in  preamble  section  B.C.4. 
(Program  Announcement). 

6.  Arranging  Services — §  §  456.307  and 
456.308.  DOE  proposes  to  allow  a  State 
to  require  the  arranging  of  installation 
and  financing  services  most  appropriate 
to  its  needs.  A  State  Plan  must  describe 
the  arranging  services  to  be  offered  by 
the  covered  utilities  and  participating 
home  heating  supplies  and  must  assure 
that  such  services  do  not  contain  any 
anticompetitive  or  discriminatory 
provisions.  As  evidenced  by  the 
differentiation  in  NECPA  between  the 
listing  services  and  the  arranging 
services,  the  arranging  services  must 
consist  of  more  than  a  mere  distribution 
of  the  lists  of  supplies,  contractors,  and 
lenders. 

7.  Accounting  and  Payment  of  Cost — 

§  456.309.  As  required  by  NECPA,  DOE 
proposes  that  income  and  expenses, 
including  penalties,  attributable  to  the 
RCS  Program,  must  be  accounted  for 
separately  from  other  utility  expenses. 
This  rule  proposes  to  give  utilities 
greater  flexibility  by  deleting 

§  456.30(a)(2)  of  the  Nov.  7th  rule,  which 
described  specific  accounting 
procedures.  As  in  the  Nov.  7th  rule,  the 
proposed  rule  states  that  expenses 
incurred  in  providing  information  on 
RCS  are  to  be  treated  as  a  current 
expense  of  providing  utility  service  and 
charged  to  all  ratepayers,  in  the  same 
manner  as  current  operating  expenses  of 
providing  such  utility  service. 

Pursuant  to  section  544  of  the  ESA,  the 
cost  of  program  management  (which 
includes  the  cost  of  conducting  audits, 
providing  lists,  and  arranging)  charged 
to  the  participating  eligible  customer  is 
not  to  exceed  $15.  However,  each 
covered  utility  need  provide  only  one 
audit  to  a  residence  unless  a  new  owner 
of  that  residence  requests  a  subsequent 
inspection.  Moreover,  DOE  proposes  to 
allow  States  and  utilities  to  include  in 
the  RCS  Plans  procedures  which  would 
ensure  that  an  eligible  customer  may 
receive  only  one  RCS  audit,  thereby 
avoiding  duplication  of  audits  where  an 
eligible  customer  receives  utility  service 
from  more  than  one  covered  utility. 

8.  Customer  Billing,  Repayment  of 
Loans  and  Termination  of  Service — 

§  456.310.  This  section  makes  it  clear 
that  ratepayers  of  a  covered  utility  need 
not  receive  bills  which  itemize 
separately  the  costs  of  the  utility  RCS 
Program  which  are  charged  to  all  • 
ratepayers.  However,  any  direct  charge 
to  a  customer  for  an  RCS  service  (such 
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as  loan  repayment)  must  be  stated 
separately  on  the  customer’s  bill. 

Section  456.310(b)  of  the  Nov.  7th  rule 
is  revised  to  reflect  an  ESA  change  that 
requires  repayment  of  all  loans  arranged 
for  under  the  RCS  Program  to  be  a  part 
of  the  customer’s  utility  or  fuel  service 
billing  upon  request  of  the  lender. 

9.  Lists  of  Suppliers,  Contractors  and 
Lenders — §  456.311.  The  proposed  rule 
eliminates  most  of  the  criteria 
previously  required  in  the  Nov.  7th  rule 
for  listing  and  delisting,  giving  States  the 
opportunity  to  develop  any  additional 
needed  criteria. 

Section  212  (b)(2)(E)  of  NECPA 
requires  DOE  to  include  in  the  RCS 
rules: 

Standards  which  (i)  require  the  lists  referred 
to  in  Section  213(a)(2)  (concerning  lists  of 
suppliers  and  contractors)  and  213(a)(3) 
(concerning  lists  of  lending  institutions)  to  be 
prepared  in  a  fair,  open,  and 
nondiscriminatory  manner  and  (ii)  provide 
for  the  removal,  in  appropriate  cases,  of 
suppliers,  contractors,  or  lending  institutions 
from  such  lists. 

DOE  is  proposing  minimum  due 
process  standards  for  compilation  of  the 
lists  and  for  removal  of  listed 
contractors,  suppliers,  and  installers. 
DOE  is  also  proposing  that  State  Plans 
contain  procedures  for  preparing  a 
Master  Record  and  procedures  for 
ensuring  that  the  list  is  compiled  in  a 
fair,  open  and  nondiscriminatory 
manner.  Plans  must  also  contain 
procedures  to  ensure  that  persons  who 
fail  to  comply  with  plan  requirements 
are  removed  from  the  list.  The  manner 
in  which  these  procedures  are 
developed  is  left  to  each  State. 

DOE  believes  that  States  have  an 
interest  in  establishing  criteria  that  will 
provide  some  measure  of  quality  control 
over  the  list  and  they  should,  therefore, 
be  able  to  determine  for  themselves 
which  criteria  are  most  suitable  for  their 
use.  In  the  same  way,  States  also  have 
an  interest  in  determining  how  a  person 
on  the  Master  List  may  be  removed  if  he 
or  she  does  not  meet  the  expectations  of 
the  State. 

The  proposed  listing  requirements 
require  that  products  purchased  or 
installed  under  the  RCS  Program  be 
covered  by  the  measure  warranties  as 
defined  in  proposed  §  456.105(i). 

The  proposed  rule  eliminates  the 
requirement  to  update  lists  every  30 
days,  and  requires,  instead,  that  the 
State  update  the  lists  “periodically.” 

The  proposed  rule  eliminates  the 
criteria  contained  in  the  Nov.  7th  rule 
regarding  the  responsibility  to  notify  all 
potential  listees,  and  requires  instead 
that  a  State  make  a  “reasonable 
attempt"  to  notify  all  eligible  supplies, 
contractors,  and  lenders  and  that  the 


State  ensure  that  the  lists  are  prepared 
in  a  fair,  open,  and  nondiscriminatory 
manner. 

The  requirement  in  the  Nov.  7th  rule 
that  the  listmg  agency  not  be  a  regulated 
utility  was  taken  from  the  conference 
report  on  NECPA,  but  does  not  appear 
in  the  statute.  Consequently,  DOE 
proposes  to  eliminate  this  restriction. 

Due  to  concerns  about  the  competitive 
effects  of  permitting  regulated  utilities 
who  supply,  install  or  finance  measures 
to  develop  such  lists,  DOE  prohibited 
persons  who  sell,  install,  or  finance 
program  measures  or  State  measures 
from  compiling  Master  Lists.  Again, 

DOE  proposes  to  eliminate  these 
prohibitions  concerning  list  compilation 
since  they  are  not  required  by  statute, 
and  because  the  responsibility  still 
exists  for  assuring  that  the  lists  are 
prepared  in  a  fair,  open,  and  non¬ 
discriminatory  manner. 

DOE  also  proposes  to  delete  the 
provision  that  requires  that  a-  contractor 
provide  a  written  contract  containing 
specified  information  to  its  customers. 
Although  DOE  believes  there  is 
potential  value  in  this  requirement,  we 
are  of  the  opinion  that  it  should  be  a 
State  decision.  ( 

DOE  also  proposes  to  delete  those 
installer  listing  requirements  from  the 
November  7th  rule  that: 

•  Require  that  only  qualified 
installers  of  furnace  retrofit  devices  and 
wind  energy  systems  may  be  listed. 

•  Require  a  contractor  to  correct 
violations  of  installation  standards 
without  cost  to  the  customer. 

•  Require  contractors  to  meet  bonding 
or  liability  insurance  qualification. 

Finally,  DOE  proposes  to  eliminate 
from  the  Nov.  7th  rule  the  lender  listing 
requirements  which: 

•  Prohibit  lenders  from  taking 
security  in  property  unless  the 
homeowner  acknowledges  in  writing 
that  he/she  is  aware  of  the 
consequences  of  default  on  the  loan. 

•  Require  a  rebate  of  unearned 
finance  charges  if  an  eligible  customer 
prepays  a  loan  (either  voluntarily  or  as  a 
result  of  default). 

The  approach  taken  by  DOE  in  this 
proposed  rule  is  to  set  general 
requirements  for  States  in  the 
preparation  and  maintenance  of  the  RCS 
lists  and  in  delisting  actions,  such  as 
requiring  the  development  of  lists  in  a 
fair,  open  and  nondiscriminatory 
manner  which  does  not  adversely  affect 
competition.  This  approach  should 
provide  States  with  the  flexibility 
needed  to  consider  and  adopt 
procedures  other  than  those  contained 
in  the  existing  RCS  rules,  but  which 
retain  the  necessary  protections  for 


suppliers,  contractors  and  lenders.  DOE 
seeks  comment  on  this  approach. 

10.  Post-Installation  Inspections.  DOE 
is  proposing  to  eliminate  the  post- 
instaliattoa  inspection  requirement  in 

§  456.313  of  the  Nov.  7th  rule,  since  it  is 
not  required  by  NECPA.  Each  State, 
however,  is  responsible  for  establishing 
adequate  procedures  to  ensure  that  all 
RCS  participants  comply  with  the  State 
Plan.  (See  §  456.303  of  this  proposed 
rule.)  DOE  believes  that  the  State  should 
have  the  opportunity  to  implement 
whatever  enforcement  mechanism  it 
deems  most  effective. 

11.  Qualification  Procedures  for 
Auditors,  Installers  and  Inspectors.  The 
proposed  rule  contains  a  basic 
requirement  for  auditor  qualification 

(§  456.306(e)),  but  does  not  address 
qualification  procedures  for  installers  of 
measures  or  inspectors  of  installed 
measures.  DOE  is  proposing  that  States 
develop  procedures  to  ensure  the 
auditors  conducting  RCS  audits  are 
qualified  to  conduct  the  necessary 
measurements  to  determine  and  inform 
residential  customers  of  the  estimated 
cost  and  savings  which  result  from 
installing  measures.  How  a  State  elects 
to  do  this  will  be  determined  by  each 
State  in  its  State  Plan.  DOE  is  of  the 
opinion  that  both  States  and  utilities 
will  take  the  steps  necessary  to  ensure 
the  use  of  capable  and  effective 
auditors. 

To  reduce  regulatory  requirements, 
DOE  is  proposing  to  eliminate  specific 
requirements  for  qualifying  installers 
and  inspectors.  DOE  believes  that  States 
will  recognize  their  responsibility  to 
ensure  that  installations  and  any 
inspections  under  the  RCS  program  are 
carried  out  in  a  responsible  manner,  and 
that  in  some  cases,  States  may  wish  to 
include  additional  procedures  to  ensure 
this.3 

12.  Complaints  Processing 
Procedures — §  456.312.  DOE  proposes, 
based  on  the  requirements  of  NECPA, 
that  the  State  Plan  contain  both 
procedures  for  resolving  complaints 


3  Auditor  Training  Materials  including  the  RCS 
Auditor  Training  Manual  are  available  through  the: 
Energy  Training  and  Education  Center,  P.O.  Box  58, 
North  Hampton.  MA  01061,  (413)  566-8540; 
Association  of  Energy  Engineers,  4025  Pleasantdale 
Road,  Suite  340,  Atlanta,  GA  30340,  (404)  447-5083. 

The  RCS  Inspector's  Guide  for  conservation  and 
renewable  resource  measures  and  the  RCS 
Installer's  Guide  for  conservation  measures  are 
both  available  through  the:  Superintendent  of 
Documents,  U.S.  Government  Printing  Office, 
Washington,  D.C.  20402,  Stock  No.  061-000-00  521-8 
and  Stock  No.  061-000-00  520-0. 

An  RCS  Installer's  Guide  for  Renewable 
Resource  Measures  and  a  Guide  to  die  Inspection 
and  Installation  of  Vent  Dampers  and  HD’s  have 
been  developed  by  DOE  and  will  be  available  by 
late  fall  through  the  Superintendent  of  Documents. 
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against  persons  who  install  or  sell 
measures  under  the  program  and  redress 
procedures  for  any  individual  alleging 
injury  under  the  program.  DOE  proposes 
to  delete  the  provisions  defining 
minimum  procedural  content  to  give  the 
States  flexibility  in  determining  their 
procedures. 

13.  Coordination — §  456.313.  DOE 
proposes  to  retain  the  requirement 
mandated  by  NECPA  that  the  State  Plan 
include  procedures  to  ensure  effective 
coordination  between  the  RCS  Program 
and  all  local,  State  and  Federal  energy 
conservation  programs  within  the  State. 
DOE  proposes  to  delete  the  requirement 
that  a  State  provide,  as  a  part  of  its  plan, 
the  procedures  for  coordination  of  RCS 
Programs  among  energy  suppliers,  and 
the  requirement  that,  if  the  lead  agency 
is  not  the  State  regulatory  authority,  the 
lead  agency  coordinate  State  Plan 
implementation  with  the  State 
regulatory  authority. 

14.  Home  Heating  Suppliers — 

§  456.314.  In  accordance  with  sections 
214(b)  and  217  of  NECPA,  DOE  proposes 
to  allow  a  Governor  to  permit  the 
participation  of  home  heating  suppliers 
in  the  RCS  Program.  Section  217(b)  of 
NECPA  also  allows  the  Governor  td 
waive  requirements  for  home  heating 
suppliers  if  their  resources  do  not  enable 
them  to  comply  with  particular 
requirements.  DOE  has  eliminated  in  the 
proposed  rule  most  of  the  restrictions  on 
the  Governor’s  authority  to  grant 
waivers  which  were  contained  in  the 
Nov.  7th  rule.  However,  in  accordance 
with  section  212(b)(2)p)  of  NECPA, 

DOE  proposes  to  retain  the  specific 
requirements  of  home  heating  suppliers 
(which  the  Governor  may  not  waive)  to 
ensure  that  anticompetitive  activities 
and  unfair  discrimination  do  not  occur. 

15.  Program  Measures — §  456.315.  In 
proposed  §  450.315,  DOE  sets  forth  the 
alternative  methods  for  identifying 
program  measures.  See  preamble 
discussion  at  section  II.C.5.b. 

16.  State  Measures.  The  proposed 
rule  deletes  $  456.319  of  the  Nov.  7th 
rule  which  permits  States  to  suggest 
State  measures  (those  measures  which 
are  not  residential  energy  conservation 
or  renewable  resource  measures,  as 
defined  in  §  456.105  (d)  and  (w),  but 
about  which  the  State  would  like  to 
offer  information  in  conjunction  with  the 
RCS  Program)  as  part  of  its  State  Plan 
submitted  to  DOE  for  approval.  A  State, 
of  course,  still  may  offer  information  on 
State  measures,  but  it  would  not  need  to 
seek  DOE  approval. 

17.  Reporting  and  Recordkeeping — 

§  456.316.  DOE  proposes  to  reduce 
reporting  and  recordkeeping 
requirements  to  the  minimum  necessary 
to  assist  in  some  basic  monitoring  of  the 


program  and  to  support  DOE’s  statutory 
responsibility  to  report  annually  to 
Congress  on  utility  supply,  installation 
and  financing  of  residential  energy 
conservation  measures.  Any  DOE 
requests  for  additional  information 
pursuant  to  proposed  §  456.316(d)(1)  will 
comply  with  the  requirements  of  the 
Paperwork  Reduction  Act  of  1980,  Pub. 

L.  96-511.  DOE  seeks  comments  on 
whether  the  reporting  and  recordkeeping 
requirements  proposed  here  will  place 
an  undue  burden  on  States  and  covered 
utilities. 

Specifically,  public  comment  is 
requested  on  whether  the  contents  of  the 
annual  report,  as  described  in 
§  456.316(b)(1)  can  be  easily  derived 
from  the  records  maintained  by  States 
and  utilities.  In  addition,  comments  are 
requested  on  the  potential  value  that 
each  of  the  specific  types  of  information 
identified,  as  well  as  other  types  of 
information  that  could  be  easily  derived, 
might  have  in  assisting  DOE  in 
evaluating  the  effectiveness  of  the 
program. 

D.  Subpart  D — Nonregulated  Utility 
Plans 

Consistent  with  proposed  changes  to 
Subparts  B  and  C  of  today’s  issuance, 
DOE  proposes  substanital  simplification 
of  the  procedures  for  submission  of  RCS 
plans  by  covered  nonregulated  utilities 
not  subject  to  a  State  Plan  to  reflect  only 
those  requirements'mandated  by 
NECPA  and  sound  management 
practices.  See  preamble  discussion 
under  Subparts  B  and  C. 

.E  Subpart  E— Supply,  Installation  and 
Financing  by  Utilities 

DOE  proposes  to  incorporate  the 
changes  made  by  the  ESA  to  the  NECPA 
prohibition  against  utility  supply, 
installation  and  financing  of  residential 
energy  conservation  measures.  The  ESA 
removed  completely  the  prohibition 
against  utility  financing,  and  provided 
an  additional  exemption  from  the 
prohibitation  against  utility  supply  and 
installation  of  measures  (Section  216(c) 
of  NECPA). 

The  new  section  216(c)  exemption 
allows  a  utility  to  supply  and  install 
measures  through  subcontracts  with 
independent  suppliers  and  contractors 
who  are  listed  on  the  RCS  Master 
Record,  as  provided  under  proposed 
§  456.311,  and  who  are  not  otherwise 
subject  to  the  control  of  the  public 
utility,  or  affiliates  or  subsidiaries  of  the 
utility.  Section  216(c)(2)  contains 
restrictions  intended  to  prevent 
anticompetitive  activity  by  utilities  in 
exercising  unreasonable  control  over  the 
marketplace  through  selection  of 
contractors.  Therefore,  in  accordance 


with  ESA  amendments  to  sections  213 
and  216  of  NECPA,  a  State  Plan  which 
allows  or  requires  utilities  to  supply  or 
install  measures  through  subcontractors 
must  include  provisions  to  assure  that 
those  activities  are  undertaken  in  a 
manner  consistent  with  the  section 
216(c)  requirements. 

DOE  proposes  to  adopt  language 
which  closely  tracks  the  statutory 
language  of  NECPA,  as  amended  by  the 
ESA.  Therefore  all  mention  of 
“exclusive  contracts”  has  been  deleted 
from  §§  456.501(a)(2)  and  (4)  of  the  Nov. 
7th  rule,  when  defining  “installs”  and 
“finances”  for  purposes  of  Subpart  E. 
Section  456.502(a)  of  the  Nov.  7th  rule 
would  be  amended  to  remove  the 
prohibition  against  utility  financing; 

§  456.502(b)  would  reflect  amended 
section  numbers.  Section  456.502(b)(2) 
would  be  changed  from  a  broad 
prohibition  to  a  prohibition  against  any 
utility  supply  and  installation  through 
subcontractors  that  is  being  carried  out 
in  a  manner  that  does  not  comply  with 
the  requirements  of  amended  NECPA 
section  216(c)  (proposed  herein  as 
§  456.504).  Sections  456.503  through 
456.506  of  the  Nov.  7th  rule  would  also 
be  modified  to  remove  all  references  to 
financing  and  loans. 

DOE  considered  the  option  of 
providing  more  detailed  guidance  in 
these  rules  on  the  ESA  amendments  to 
the  section  216  prohibition,  particularly 
with  regard  to  utility  subcontracting 
programs.  However,  DOE  does  not 
believe  it  is  feasible  to  prescribe  a  rule 
that  adequately  resolves  every  situation 
that  could  arise  pursuant  to  the 
prohibition  and  has  therefore  not 
attempted  to  be  definitive  in  this  rule  on 
such  issues  as  fair  competition.  One  of 
the  potentially  most  effective  methods 
for  appraising  utility  supply,  installation 
and  financing  programs  is  to  make  the 
proposal  subject  to  public  review. 
Accordingly,  States  might  wish  to  hold 
periodic  hearings  of  a  general  nature  as 
appropriate  to  consider  the  problems 
and  benefits  potentially  associated  with 
utility  supply,  installation  or  financing 
programs. 

F.  Subpart  F— Federal  Standby 
Authority  and  Enforcement  Provisions 

Subpart  F  concerns  the  Federal 
Standby  Authority  and  Enforcement 
provisions.  No  changes  have  been 
proposed  to  this  subpart  because  it 
closely  follows  the  requirements  of 
section  219  of  NECPA^It  remains  in 
effect  as  published  in  the  November  7 
rule. 

As  discussed  in  the  Introduction,  DOE 
is  withdrawing  the  proposed  Federal 
Standby  Plan,  which  was  proposed  as 
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Subpart  J  of  Part  456  (46  FR  2522, 

January  9, 1981).  DOE  intends  to  develop 
a  revised  Federal  Standby  Plan 
reflecting  the  final  rules  proposed  in  this 
proceeding. 

Subparts  G,  H,  and  I— Material  and 
Installation  Standards  for  Energy 
Conservation  and  Renewable  Resource 
Measures 

Section  212  of  NECPA  provides  that  . 
the  Department  may  promulgate 
material  and  installation  standards  for 
the  general  safety  and  effectiveness  of 
residential  energy  conservation 
measures.  The  Nov.  7th  rule  contains 
material  and  installation  standards  for 
most  energy  conservation  and 
renewable  resources  measures,  directed 
at  a  minimum  level  of  safety  and 
effectiveness.  However,  for  the  reasons 
discussed  below,  DOE  is  proposing  to 
delete  all  of  the  existing  material  and 
installation  standards  dealing  with  both 
effectiveness  and  general  safety. 

A.  Effectiveness  Standards 

DOE  feels  that  it  is  no  longer 
necessary  to  promoulgate  standards 
which  deal  with  the  effectiveness  of 
measures.  For  one  reason,  the 
marketplace  and  various  non-Federal 
mechanism  and  institutions  should  be 
able  to  address  this  issue  adequately.  In 
some  instances  materials  are  already 
being  evaluated  and  standardized  by 
sueh  recognized  organizations  as  tbe 
Underwriters  Laboratory  and  the 
American  Gas  Association  Laboratory. 
Increasingly,  building  codes  are  dealing 
with  matters  of  the  thernal  effectiveness 
of  building  materials,  and  States  are 
operating  certification  programs 
regarding  the  competency  of  those 
installing  measures  within  their 
jurisdictions.  In  many  other  instances, 
ineffective  or  defective  products  or 
improper  installation  will  be  apparent  to 
homeowners,  enabling  them  to  seek 
prompt  redress  through  a  variety  of 
modes.  The  Department  believes,  for 
example,  that  there  are  many 
mechanisms  which  could  provide 
adequate  relief,  e.g.,  small  claims  courts 
and  other  courts,  consumer  protection 
bureaus,  and  various  arbitrating 
organizations. 

For  another  reason,  DOE  believes 
there  are  sufficient  efficiency  safeguards 
retained  in  this  proposal — the  listing/ 
delisting  procedures,  the  complaints  and 
redress  procedures  and  the  warranty 
requirements. 

DOE  solicits  comments  on  its  proposal 
to  delete  the  standards  relating  to  the 
effectiveness  of  measures  and  on  its 
perception  that  there  is  no  need  for  such 
standards  because  of  marketplace  and 
other  forces. 


B.  General  Safety  Standards 

Under  Section  212(b)(2)  of  NECPA  the 
Secretary  is  responsible  for  establishing 
general  safety  standards  as  he 
determines  necessary.  Serious 
consideration  has  been  given  by  DOE  to 
the  advisability  of  proposing  the 
deletion  of  health  and  safety  related 
material  and  installation  standards 
under  the  RCS  program.  With  regard  to 
urea-formaldehyde  foam  insulation  and 
cellulose  thermal  insulation,  DOE  does 
not  feel  it  is  necessary  to  establish 
standards  for  these  products  in  light  of 
the  Consumer  Product  Safety 
Commission’s  (CPSC)  exercise  of 
jurisdiction  over  these  products.4 

DOE  is  proposing  the  elimination  of 
the  remainder  of  the  standards  included 
in  the  Nov.  7th  rule.  In  determining  the 
need  for  the  establishment  of  minimum 
standards  under  the  existing  RCS 
regulation,  DOE  generally  did  not 
attempt  to  quantify  the  actual  health 
and  safety  risks  currently  associated 
with  any  of  the  products  which  were 
reviewed.  Instead,  the  determination 
that  standards  were  necessary  was 
based  largely  on  the  results  of  physical 
tests  and  engineering  analyses  of  the 
products.  These  tests  and  analyses 
indicated  that,  under  certain 
circumstances,  the  products  may  pose  a 
substantial  hazard  to  the  occupants  of  a 
dwelling.  There  was  also  limited  data 
indicating  that  the  circumstances 
leading  to  a  potential  hazard  existed  in 
the  marketplace  and  that  property 
damage  or  occupant  injury  was 
associated  with  use  of  the  covered 
produots.  DOE  no  longer  believes  that 
the  need  for  RCS  safety  standards 
should  be  based  solely  on  a 
determination  that  a  health  or  safety 
risk  may  exist  Rather,  the  establishment 
of  safety  standards  should  be  based  on 
a  determination  that  a  significant  health 
and  safety  risk  actually  exists  in  the 
marketplace  or  is  very  likely  to  exist  In 
determining  the  necessity  to  establish  a 
safety  standard  DOE  should  take  into 
account  the  cost  of  implementing  and 
enforcing  the  Federal  standard  as 


4  The  CPSC  currently  addresses  cellulose  fire 
safety  in  16  CFR  Part  1209. 16  CFR  Part  1209 
requires  all  cellulose  insulation  produced  or 
distributed  within  the  nation  today  to  be  tested  by  a 
critical  radiant  flux  and  smoldering  combustion  test 
to  insure  that  the  material  poses  no  unnecessary  fire 
risk.  On  January  28, 1981,  the  CPSC  proposed  a  ban 
on  urea-formaldehyde  foam  insulation  (46  FR  11168. 
February  5, 1981).  Since  the  Department  is 
proposing  to  defer  to  the  judgment  of  the  CPSC  on 
these  two  measures,  it  is  proposing  to  delete  its 
existing  final  and  interim  Anal  standards  for  these 
measures  and  is  proposing  withdrawing  its  proposal 
to  make  certain  specific  changes  to  the  interim  final 
standards  for  urea-formaldehyde  foam  insultation, 
or.  in  the  alternative,  to  ban  the  use  of  this 
insulation  in  the  RCS  program  (46  FR  8996.  January 
27, 1981). 
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compared  to  the  degree  of  actual  risk 
that  would  exist  without  such  a 
standard.  In  other  words,  DOE  believes 
that  the  mere  fact  that  improper 
manufacturing  or  installation  of  a 
measure  could  pose  a  hazard  is  not 
sufficient  to  justify  establishment  of  a 
standard.  Only  if  it  is  determined  that 
such  improper  manufacturing  or 
installation  actually  occurs  (or  is  very 
likely  to  occur  without  a  Federal 
standard)  in  a  significant  number  of 
cases  would  the  establishment  of  a 
standard  be  justified.  In  applying  this 
test  to  the  RCS  measures,  DOE  has  been 
unable  to  determine  that  a  significant 
health  and  safety  risk  actually  exists  in 
the  marketplace  or  is  very  likely  to  exist. 
For  example,  improper  manufacture  of 
some  insulation  materials  can 
significantly  increase  the  combustibility 
of  such  products.  However,  through  the 
observance  of  voluntary  consensus 
standards  and  careful  attention  to 
quality  control,  the  industry  may  have 
largely  eliminated  the  fire  risk 
associated  with  manufacturing  of 
insulation  products.  Similarly,  the 
improper  design  or  installation  of 
residential  wind  machines  can  result  in 
significant  safety  hazards.  However. 

DOE  has  been  unable  to  determine  that 
actual  hazards  exist  based  on  the 
current  practices  of  wind  machine 
manufacturers  and  installers. 

Although  the  proposed  rule  contains 
no  safety  standards  for  any  measure, 
DOE  is  still  considering  seriously  the 
need  to  maintain  some  of  the  safety 
standards  contained  in  the  exiting  RCS 
program  regulations.  For  this  reason, 
DOE  is  soliciting  public  review  and 
comment  on  the  existing  standards,  as 
well  as  on  the  criteria  which  DOE 
should  use  in  determining  whether  to 
maintain  any  of  these  standards  in  the 
revised  final  rule.  Specifically,  DOE 
would  like  to  focus  comment  on  the 
proposed  deletion  of  general  safety 
standards  on  the  following  issues  and 
questions: 

•  To  what  extent  is  data  available  on 
the  actual  health  and  safety  risks 
associated  with  the  use  of  products  now 
covered  by  the  RCS  program 
regulations?  To  what  extent  can  this 
data  be  used  to  make  valid  conclusions 
on  the  need  to  maintain  any  national 
RCS  safety  standards? 

•  In  the  absence  of  specific  data  on 
the  number  of  fatalities,  injuries,  fires,  or 
other  hazards  that  can  be  directly 
associated  with  the  use  of  a  program 
measure,  should  DOE  establish  or 
maintain  any  safety  standards?  If  so,  on 
what  criteria  should  DOE  base  its 
determination? 
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•  In  making  its  determination  on  the 
need  for  safety  standards,  should  DOE 
distinguish  between  products  which,  if 
improperly  manufactured  or  installed, 
would  pose  a  direct  and  immediate 
hazard,  as  opposed  to  those  products 
which,  if  improperly  manufactured  or 
installed,  would  contribute  indirectly, 
and  over  a  longer-period,  to  hazardous 
situations?  For  example,  the  improper 
installation  of  a  vent  damper  or  wind 
machine  can  result  in  an  immediate  risk 
of  injury  to  the  occupants  of  a  dwelling. 
Improper  installation  of  insulation  over 
a  heat  source,  on  the  other  hand,  can 
result  in  an  increased  risk  of  fire  over  a 
period  of  years. 

•  What  is  the  estimated  cost  to 
manufacturers  or  installers  of  complying 
with  the  existing  RCS  safety  related 
standard? 

•  What  level  of  hazard  or  risk  should 
DOE  consider  sufficient  to  justify  the 
establishment  of  safety  related 
standards?  (For  example,  if  improper 
installation  of  insulation  were  to 
contribute  to  at  least  10  (100, 1,000,  or 
10,000)  home  fires  per  year,  would  the 
existing  safety  related  installation 
standards  be  justified?). 

•  If  DOE  makes  a  final  determination 
that  most  of  all  of  the  existing  RCS 
standards  should  be  eliminated,  would  it 
be  desirable  for  DOE  to  establish 
advisory  standards  for  States  aiid 
utilities  to  use,  as  necessary,  in 
implementing  the  program? 

•  To  what  extent  do  existing  industry 
standards,  consensus  standards  and 
State  and  local  standards  provide  the 
necessary  consumer  protection  without 
the  need  for  any  Federal  standards? 

III.  Regulatory  Impact  Analysis  and 
Urban  and  Community  Impact  Analysis 

Section  3(c)(2)  of  Executive  Order 
12291  generally  requires  that  for  “major 
rules”  an  agency  shall  prepare  a 
preliminary  Regulatory  Impact  Analysis 
to  accompany  the  notice  of  proposed 
rulemaking.  Section  8,  of  the  Executive 
Order,  however,  provides  that  this 
analysis  may  be  waived  in  appropriate 
circumstances.  In  an  effort  to  expedite 
the  reduction  of  the  existing  regulatory 
burdens  of  the  RCS  Program,  especially 
for  those  States  that  are  just  beginning 
to  implement  their  programs,  DOE  has 
requested,  and  OMB  has  agreed  to 
waive  the  Executive  Order  requirements 
for  this  proposal.  DOE  feels  that  such  a 
request  is  also  justified  on  the  grounds 
that  the  sole  purpose  of  this  rulemaking 
is  to  reduce  existing  regulatory  burdens 
in  conformance  with  the  intent  of  the 
Executive  Order. 

OMB  Circular  A-116  directs  that  an 
Urban  and  Community  Impact  Analysis 
be  prepared  when  a  proposed  rule  is  a 


major  policy  and  program  initiative.  For 
the  reasons  stated  above,  OMB  has  also 
waived  this  requirement  for  this 
proposal. 

IV.  Regulatory  Flexibility  Act 

The  Regulatory  Flexibility  Act  (Pub.  L. 
No.  96-354)  requires,  in  part,  that 
agencies  prepare  an  initial  regulatory 
flexibility  analysis  for  any  proposed  rule 
unless  it  determines  that  the  rule  will 
not  have  a  “significant  economic  impact 
on  a  substantial  number  of  small 
entities.”  In  the  event  that  such  an 
analysis  is  not  required  for  a  particular 
rule,  the  agency  must  publish  a 
certification  and  explanation  of  that 
determination  in  the  Federal  Register. 

The  majority  of  the  revisions 
proposed  in  this  rule  would  impact 
mainly  upon  the  States  and  utilities. 

DOE  expects  there  would  be  only 
minimal  impact  upon  the  small  entities 
which  elect  to  participate  in  the 
program.  Specifically,  although  DOE  is 
proposing  the  elimination  of  many  of  the 
prescriptive  requirements  originally 
intended  to  prevent  anticompetitive  acts 
or  practices,  the  requirement  that  RCS 
plans  contain  adequate  measures  to 
prevent  such  acts  or  practices  remains. 
Furthermore,  where  appropriate,  DOE 
has  specifically  requested  comments  of 
small  entities.  For  these  reasons, 
pursuant  to  section  605(b)  of  the 
Regulatory  Flexibility  Act,  DOE  certifies 
that  the  proposed  rule  will  not  have  a 
significant  economic  impact  on  a 
substantial  number  of  small  entities. 

V.  Environmental  Impact  Statement 

In  accordance  with  the  requirements 
of  the  National  Environmental  Policy 
Act  of  1969  (42  U.S.C.  4321  et  seq .)  DOE 
prepared  an  Environmental  Impact 
Statement  for  the  entire  Residential 
Conservation  Service  Program.  (DOE/ 
EIS-0050).  The  notice  of  availability  was 
published  in  the  Federal  Register  on 
November  7, 1979.  The  subject  matter  of 
this  proposed  rulemaking  is  within  the 
scope  of  this  programmatic 
Environmental  Impact  Statement  and 
the'impacts  of  the  proposed  rulemaking 
were  adequately  addressed  in  the  EIS. 
Copies  may  be  obtained  by  writing:  Mr. 
Mark  D.  Friedrichs,  Building  Services 
Division,  Conservation  and  Renewable 
Energy,  1000  Independence  Avenue, 
S.W..  CE-115,  Room  GH-b68, 
Washington,  D.C.  20585. 

The  programmatic  EIS,  discussed 
above,  addressed  the  potential 
environmental  impacts  which  might 
result  from  decreased  indoor  air  quality 
caused  by  measures  which  reduced  air 
infiltration  of  exfiltration.  DOE 
encourages  States  and  utilities  to 
provide  information  on  ventilation  to 


customers  receiving  RCS  audits.  States 
and  utilities  should  consider  requiring 
auditors  to  provide  information  on 
potential  indoor  air  quality  problems 
and  possible  mitigation  measures.  In  the 
alternative,  DOE  solicits  comment  on 
whether  the  Program  Announcement  or 
the  Energy  Audit  should  be  required  to 
include  information  on  indoor  air 
quality.  Technical  assistance  is 
available  from  DOE  to  States  and 
utilities  to  facilitate  the  provision  of 
such  information  to  customers. 

VI.  Comment  and  Hearing  Procedures 

A.  Written  Comments 

Interested  persons  are  invited  to 
participate  in  this  rulemaking  by 
submitting  data,  views,  or  arguments, 
with  respect  to  the  proposed  procedures, 
requirements  and  criteria.  Comments 
should  be  submitted  to  the  address 
indicated  in  the  addresses  section  of  this 
preamble  and  should  be  identified  on 
the  envelope  and  on  the  documents 
submitted  to  DOE  with  the  designation 
“Residential  Conservation  Service 
Program,  Docket  No.  CAS-RM-81-130.” 
Fifteen  copies  should  be  submitted.  All 
written  comments  must  be  postmarked 
by  January  11, 1982  to  ensure 
consideration. 

All  written  comments  received  on  the 
Proposed  Rule  will  be  available  for 
public  inspection  in  the  DOE  Reading 
Room,  Room  IE-190,  Forrestal  Building. 
1000  Independence  Avenue.  S.W., 
Washington,  D.C.,  between  the  hours  of 
8:00  a.m.,  and  4:00  p.m.,  Monday  through 
Friday.  Any  information  or  data 
considered  by  the  person  furnishing  it  to 
be  confidential  must  be  so  identified 
and  one  copy  submitted  in  writing.  DOE 
reserves  the  right  to  determine  the 
confidential  status  of  the  information  or 
data  and  treat  it  according  to  its 
determination. 

B.  Brief ing  and  Hearing  Procedures 

The  time  and  place  of  the  public 
briefing  is  indicated  in  the  date  and 
addresses  section  of  this  preamble.  The 
purpose  of  the  public  briefing  is  to  give 
all  interested  parties  an  opportunity  to 
hear  a  description  of  the  proposed  RCS 
program  and  to  ask  questions.  No 
participant  preregistration  is  required. 

The  times  and  places  of  the  public 
hearings  are  also  indicated  in  the  date 
and  addresses  section  of  this  preamble. 
DOE  invites  any  person  who  has  an 
interest  in  the  proposed  rulemaking 
issued  today,  or  who  is  representative  of 
a  group  or  class  of  persons  that  has  an 
interest  in  the  proposed  rulemaking,  to 
make  a  written  request  for  an 
opportunity  to  make  an  oral 
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presentation.  Such  a  request  should  be 
directed  to  the  address  indicated  in  the 
addresses  section  of  this  preamble,  and 
must  be  received  before  5:00  p.m.,  on: 
November  30, 1981  for  the  Chicago 
hearing;  November  30, 1981  for  the  San 
Francisco  hearing;  and  November  30, 

1981  for  the  Washington,  D.C.  hearing. 

Such  a  request  may  be  hand  delivered 
to  Room  1F-085, 1000  Independence 
Avenue,  S.W.,  Washington,  D.C.  20585, 
between  the  hours  8:30  a.m.,  and  5:00 
p.m.,  Monday  through  Friday.  A  request 
should  be  labeled  both  on  the  document 
and  on  the  envelope  "Residential 
Conservation  Service  Program,  Docket 
No.  CAS-Rm-81-130.” 

The  person  making  the  request  should 
briefly  describe  the  interest  concerned; 
if  appropriate,  state  why  he  or  she  is  a 
proper  representative  of  a  group  or  class 
of  persons  that  has  such  an  interest;  and 
give  a  concise  summary  of  the  proposed 
oral  presentation  and  a  telephone 
number  where  she  or  he  may  be 
contacted  during  the  day. 

Each  person  who,  in  DOE’s  judgment, 
proposes  to  present  relevant  material 
and  information  shall  be  selected  to  be 
heard  and  shall  be  notified  by  DOE  of 
his  or  her  participation  before  4:30  p.m., 
on  December  2,  for  the  Chicago  hearing; 
December  7,  for  the  San  Francisco 
hearing;  and  December  7  for  the 
Washington,  D.C.  hearing. 

Persons  selected  to  appear  at  the 
hearing  should  bring  15  copies  of  his  or 
her  statement  to  the  hearing  site. 

The  hearing  will  begin  at  9:00  a.m., 
local  time. 

C.  Conduct  of  Hearing 

DOE  reserves  the  right  to  arrange  the 
schedule  of  presentations  to  be  heard 
and  to  establish  the  procedures 
governing  the  conduct  of  the  hearing. 

The  length  of  each  presentation  may  be 
limited,  based  on  the  number  of  persons 
requesting  to  be  heard.  A  DOE  official 
will  be  designated  as  presiding  officer  to 
chair  the  hearing.  Questions  may  be 
asked  only  by  those  conducting  the 
hearing,  and  there  will  be  no  cross- 
examination  of  persons  presenting 
statements. 

Any  participant  who  wishes  to  ask  a 
question  at  the  hearing  may  submit  the 
question,  in  writing,  at  the  registration 
desk.  The  presiding  officer  will 
determine  whether  the  question  is 
relevant,  and  whether  the  time 
limitations  permit  it  to  be  presented  for 
answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearing 
will  be  announced  by  the  presiding 
officer. 

A  transcript  of  the  hearing  will  be 
made,  and  the  entire  record  of  the 


hearing,  including  the  transcripts,  will 
be  retained  by  DOE  and  made  available 
for  inspection  at  the  DOE  Freedom  of 
Information  Reading  Room,  Room  1E- 
190,  Forrestal  Building,  1000 
Independence  Avenue,  S.W., 

Washington,  D.C.  20585,  between  the 
hours  of  8:00  a.m.  and  4:00  p.m.,  Monday 
through  Friday.  Any  person  may 
purchase  a  copy  of  the  transcript  from 
the  reporter. 

(Part  1  of  Title  II  of  the  National  Energy 
Conservation  Policy  Act,  Pub.  L.  95-619,  92 
Stat  3206  et  seq.  (42  U.S.C.  8211  et  seq.),  as 
amended  by  Title  V,  Subtitle  B  of  the  Energy 
Security  Act,  Pub.  L.  96-294,  94  Stat.  611  et 
seq.;  Department  of  Energy  Organization  Act, 
Pub.  L.  95-91,  91  Stat.  565  et  seq.  (42  U.S.C. 

7101  et  seg.)) 

In  consideration  of  the  foregoing,  the 
Department  of  Energy  withdraws  the 
proposed  Federal  Standby  Plan  (46  FR 
2522,  January  9, 1981),  withdraws  the 
proposed  rule  implementing  the  ESA 
changes  (45  FR  66960,  October  8, 1980), 
withdraws  the  proposal  expanding  the 
RCS  Program  to  include  residential 
buildings  of  five  or  more  units  which  are 
neither  centrally  heated  nor  cooled 
included  in  the  proposed  rules 
establishing  the  CACS  program  (46  FR 
4482,  January  16, 1981);  proposes  to 
withdraw  the  proposed  rulemaking 
changing  the  interim  final  standards  for 
urea-formaldehyde  foam  insulation,  or 
in  the  alternative,  banning  the  use  of 
this  insulation  in  the  RCS  Program  (46 
FR  8996,  January  27, 1981);  and  proposes 
to  amend  Part  456  of  Chapter  II,  Title  10 
of  the  Code  of  Federal  Regulations,  as 
set  forth  below. 

Issued  in  Washington,  D.C.,  November  4, 
1981. 

Joseph  J.  Tribble, 

Assistant  Secretary  Conservation  and 
Renewable  Energy. 

PART  456— RESIDENTIAL  ENERGY 
CONSERVATION  PROGRAM 

10  CFR  Part  456  is  amended  by 
revising  Subparts  A  through  E  and 
Appendices  I  and  II  and  removing 
Subparts  G  through  I.  Subpart  F, 
published  at  44  FR  64661,  Nov.  7, 1979, 
remains  in  effect.  For  the  convenience  of 
the  reader,  the  table  of  contents  for 
Subpart  F  is  set  forth  below.  Part  456  is 
amended  to  read  as  follows; 

Subpart  A— General  Provisions  and 
Definitions 

Sec. 

456.101  Purpose  and  scope. 

456.102  Petitions  concerning  conflicts  of 
laws. 

456.103  Appeals  and  other  relief. 

456.104  List  of  covered  utilities. 

456.105  Definitions. 


9ubpart  B— Preparation,  Submission,  and 

Approval  of  State  Plans  and  Temporary 

Programs 

Sec. 

456.201  Scope. 

456.202  Initial  submission. 

456.203  Notice,  comment,  and  public 
hearing. 

456.204  Procedures  for  submission  and 
approval  of  State  plans. 

456.205  Home  heating  suppliers. 

456.206  Tennessee  Valley  Authority  (TV A). 

456.207  Temporary  Programs. 

Subpart  C — Content  of  State  Plans 

456.301  Scope. 

456.302  Coverage  of  State  Plan. 

456.303  Procedures  for  enforcing  compliance 
with  the  State  Plan. 

456.304  State  monitoring  of  utility  supply, 
installation,  and  financing. 

456.305  Program  announcement. 

456.306  Requirements  for  program  audits. 

456.307  Arranging  installation. 

456.308  Arranging  financing. 

456.309  Accounting  and  payment  of  costs. 

456.310  Customer  billing,  repayment  of 
loans,  and  termination  of  service. 

456.311  List  of  suppliers,  contractors,  and 
lenders. 

456.312  Complaints  processing  procedures. 

456.313  Coordination. 

456.314  Home  heating  suppliers. 

456.315  Program  measures. 

456.316  Reporting  and  recordkeeping. 

Subpart  D — Nonregulated  Utility  Plans 

456.401  Scope. 

456.402  Coverage. 

456.403  Notice,  comment,  and  public 
hearing. 

456.404  Procedures  for  submission  and 
approval  of  Nonregulated  Utility  Plane. 

456.405  Temporary  Programs. 

456.406  Content  of  plans. 

Subpart  E— Supply,  Installation,  and 

Financing  by  Utilities 

456.501  Scope  and  definitions. 

456.502  Prohibition. 

456.503  Exemption  for  certain  measures. 

456.504  Exemption  for  utility  subcontractor 
supply  and  installation. 

456.505  Exemption  for  existing  supply  and 
installation. 

456.506  Exemption  for  supply  and 
installation  authorized  by  State  or  local 
law. 

456.507  Waivers. 

456.508  Notification. 

456.509  Procedure  for  obtaining 
determinations  and  waivers. 

456.510  Appeals. 

456.511  Certain  exempt  activities  and 
compliance  with  accounting,  costing, 
billing,  and  repayment  provisions. 

Subpart  F— Federal  Standby  Authority  and 

Enforcement  Provisions 

456.601  Scope. 

456.602  Conditions  under  which  standby 
authority  shall  be  invoked. 

456.603  Standby  authority  in  lieu  of  State 
Plans. 

456.604  Standby  authority  for  nonregulated 
utilities. 
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456.605  Failure  to  comply  with  orders. 

456.606  Enforcement  provisions. 

Appendix  I  to  Part  456— Program  Measures 

Appendix  II  to  Part  456— Prototypical 
Hpuse  Assumptions 

Authority. — Part  1  of  Title  II  of  the  National 
Energy  Conservation  Policy  Act  Pub.  L  95- 
619,  92  Stat.  3206  et  seq.  (42  U.S.C.  8211  et 
seq.),  as  amended  by  Subtitle  B  of  Title  V  of 
the  Energy  Security  Act,  Pub.  L.  96-294,  92 
Stat.  611  et  seq.;  Department  of  Energy 
Organization  Act,  Pub.  L.  95-91,  92  Stat.  565 
et  seq.  (42  U.S.C.  7101  et  seq.). 

Subpart  A— General  Provisions  and 
Definitions 

§  456.101  Purpose  and  scope. 

This  part  contains  the  regulations  of 
the  Residential  Conservation  Service 
(RCS)  Program.  This  program  is 
mandated  by  Part  1  of  Title  II  of  the 
National  Energy  Conservation  Policy 
Act,  Pub.  L.  95-619,  as  amended  by 
Subtitle  B  of  Title  V  of  the  Energy 
Security  Act  (ESA),  Pub.  L  98-294. 

§  456.102  Petitions  concerning  conflicts  of 
laws. 

(a)  A  utility  making  a  petition  to 
determine  whether  the  utility — 

(1)  Is  prohibited  by  a  State  or  local 
law  or  regulation  from  taking  any  action 
required  to  be  taken  under  NECPA,  or 

(2)  Is  required  or  permitted  by  a  State 
or  local  law  or  regulation  to  take  any 
action  prohibited  by  NECPA,  shall  hie 
the  petition  with  the  Assistant  Secretary 
for  Conservation  and  Renewable 
Energy,  Department  of  Energy,  1000 
Independence  Avenue,  S.W., 
Washington,  D.C.  20585.  Any  such 
petition  shall  contain  a  copy  of  the 
applicable  State  or  local  laws  or 
regulations  and  a  description  of  the 
action  the  utility  believes  it  is  prohibited 
from  taking  or  is  permitted  or  required 
to  take  under  such  laws  or  regulations. 

(b)  The  Assistant  Secretary  shall  give 
notice  of  the  petition  to  the  Governor, 
State  Energy  Office,  and  State 
Regulatory  Authority  of  the  applicable 
State,  and  such  other  persons  as  the 
Assistant  Secretary  deems  appropriate. 
Any  such  person  or  entity  may  file 
comments  with  the  Assistant  Secretary 
with  respect  to  such  petition  within  30 
days  of  receipt  of  the  notice. 

(c)  If  the  Assistant  Secretary 
determines  pursuant  to  such  petition 
that  a  State  or  local  law  or  regulation 
prohibits  a  utility  from  taking  any  action 
required  to  be  taken  under  NECPA  or 
permits  or  requires  a  utility  to  take  any 
action  prohibited  by  NECPA,  the 
Assistant  Secretary  shall  issue  an  order 
superseding  such  State  or  local  laws  or 
regulation&to  the  extent  inconsistent 
with  NECPA.  Such  an  order  shall  be 


effective  with  respect  to  all  utilities 
otherwise  subject  to  such  State  or  local 
laws  or  regulations  and  shall  moot  any 
outstanding  petitions  under  this  section 
by  such  utilities. 

§  456.103  Appeals  and  other  relief. 

(a)  Pursuant  to  section  504(a)  of  the 
Department  of  Energy  Organization  Act 
(42  U.S.C.  7194),  any  person  seeking 
relief  from  the  application  of  this  rule 
may  submit  a  request  for  relief  in 
accordance  with  Subpart  R  of  10  CFR 
Part  205. 

(b)  Any  person  aggrieved  by  any 
order,  finding,  or  determination  made 
under  §§  456.102,  456.502-456.505,  or 

§  456.507  may  appeal  that  order,  finding, 
or  determination  in  accordance  with 
Subpart  H  of  10  CFR  Part  205.  Any 
person  so  aggrieved  has  not  exhausted 
his  administrative  remedies  until  an 
appeal  has  been  filed  under  Subpart  H 
of  10  CFR  Part  205  and  an  order  granting 
or  denying  the  appeal  has  been  issued. 

§  456.104  Ust  of  covered  utilities. 

(a)  Before  the  begmning,of  each 
calendar  year,  the  Department  of  Energy 
shall  publish  in  the  Federal  Register  a 
list  of  all  covered  utilities  for  that 
calendar  year. 

(b)  Not  later  than  60  days  after 
publication  of  the  list,  each  State 
Regulatory  Authority  shall  forward  to 
the  Assistant  Secretary  a  copy  of  such 
list  with  designations  as  to  which 
covered  utilities  on  the  list  are  under  the 
jurisdiction  of  that  Regulatory  Authority. 

(c)  The  publication  of  the  list  is  for 
informational  purposes,  and  the  failure 
to  include  a  covered  utility  on  the  list  or 
the  failure  of  a  State  Regulatory 
Authority  to  designate  a  covered  utility 
subject  to  its  jurisdictional  in  no  way 
affects  the  duties  of  or  requirements 
upon  such  covered  utility  under  these 
rules  or  any  plan  promulgated  pursuant 
to  these  rules. 

§  456.105  Definitions. 

For  purposes  of  this  part — 

(a)  Assistant  Secretary.  The  term 
"Assistant  Secretary”  means  the 
Assistant  Secretary  for  Conservation 
and  Renewable  Energy  of  the  U.S. 
Department  of  Energy. 

(b)  Covered  Utility.  The  term 
"covered  utility”  means  in  any  calendar 
year  a  public  utility  which  during  the 
second  proceding  calendar  year  had 
either — 

(1)  Sales  of  natural  gas  for  purposes 
other  than  resale  which  exceeded  10 
billion  cubic  feet,  or 

(2)  Sales  of  electric  energy  for 
purposes  other  than  resale  which 
exceed  750  million  kilowatt-home. 


(c)  Eligible  Customer.  The  term 
"eligible  customer”  means  a  person  who 
both — 

(1)  Owns  or  occupies  a  residential 
building;  and 

(2)  Receives  a  fuel  bill  from  a  covered 
utility  or  participating  home  heating 
supplier  for  fuel  used  in  such  residential 
building. 

(d)  Energy  Conservation  Measures. 

The  term  “energy  conservation 
measures”  means  the  following 
measures  in  a  residential  building — 

(1)  Caulking.  The  term  “caulking” 
means  pliable  materials  used  to  reduce 
the  passage  of  air  and  moisture  by  filling 
small  gaps  which  may  include  (i)  at 
fixed  joints  on  a  building,  (ii)  under 
baseboards  inside  a  building,  (iii)  in 
exterior  walls  at  electric  outlets,  (iv) 
around  pipes  and  wires  entering  a 
building,  and  (v)  around  dryer  vents  and 
exhaust  fans  in  exterior  walls.  Caulking 
includes,  but  is  not  limited  to,  materials 
commonly  known  as  “sealants,"  “putty,” 
and  “glazing  compounds.” 

(2)  Weatherstripping.  The  term 
“weatherstripping”  means  narrow  strips 
of  materials  placed  over  or  in  movable 
joints  of  windows  and  doors  to  reduce 
the  passage  of  air  and  moisture. 

(3)  Fumance  Efficiency  Modifications. 
The  term  “furnace  efficiency 
modifications”  means — 

(i)  Replacement  Furnace  or  Boilers. 
The  term  “replacement  furnaces  or 
boilers”  means  a  furnace  or  boiler, 
including  a  heat  pump,  which  replaces 
an  existing  furnace  or  boiler  of  the  same 
fuel  type  and  which  reduces  the  amount 
of  fuel  consumed  due  to  an  increase  in 
combustion  efficiency,  improved  heat 
generating,  or  reduced  heat  looses. 

(ii)  Furnace  Replacement  Burner  (Oil). 
The  term  “furnace  replacement  burner 
(oil)”  means  a  device  which  atomizes 
the  fuel  oil,  mixes  it  with  air,  and  ignites 
the  fuel-air  mixture,  and  is  an  integral 
part  of  an  oil-fired  furnace  or  boiler 
including  the  combustion  chamber,  and 
which,  because  of  its  design,  achieves  a 
reduction  in  the  oil  used  from  that  used 
by  the  device  which  it  replaces. 

(iii)  Flue  Opening  Modification  (Vent 
Damper).  The  term  “flue  opening 
modification  (vent  damper)”  means  an 
automatically  operated  damper  installed 
in  a  gas-fired  furnace  which — 

(A)  Is  installed  downstream  from  the 
drafthood;  and 

(B)  Conserves  energy  by  substantially 
reducing  the  flow  of  heated  air  through 
the  chimney  when  the  furnace  is  not  in 
operation. 

(iv)  Intermittent  Pilot  Ignition  Device 
(IID).  The  term  “intermittent  pilot 
ignition  device  (IID)"  means  a  device 
which,  when  installed  in  a  gas-fired 
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furnace  or  boiler,  automatically  ignites 
the  gas  burner  and  replaces  a  gas  pilot 
light. 

(4)  Replacement  Central  Air 
Conditioner.  The  term  “replacement 
central  air  conditioner”  means  a  central 
air  conditioner  which  replaces  an 
existing  central  air  conditioner  of  the 
same  fuel  type  and  which  reduces  the 
amount  of  fuel  consumed  due  to  an 
increase  in  efficiency. 

(5)  Ceiling  Insulation.  The  term 
“ceiling  insulation”  means  a  material 
primarily  designed  to  resist  heat  flow 
which  is  installed  between  the 
conditioned  area  of  a  building  and  an 
unconditioned  attic.  Where  the 
conditioned  area  of  a  building  extends 
to  the  roof,  the  term  "ceiling  insulation” 
also  applies  to  such  material  used 
between  the  underside  and  upperside  of 
the  roof.  The  term  "ceiling  insulation” 
also  includes  such  materials  installed  on 
the  exterior  of  the  roof. 

(6)  Wall  Insulation.  The  term  "wall 
insulation”  means  a  material,  primarily 
designed  to  resist  heat  flow,  which  is 
installed  within  or  on  the  walls  between 
conditioned  areas  of  a  building  and 
unconditioned  areas  of  a  building  or  the 
outside. 

(7)  Floor  Insulation.  The  term  “floor 
insulation”  means  a  material,  primarily 
designed  to  resist  heat  flow,  which  is 
installed  between  the  first  level 
conditioned  area  of  a  building  and  an 
unconditioned  basement,  a  crawl  space, 
or  the  outside  beneath  it.  Where  the  first 
level  conditioned  area  of  a  building  is  on 
a  ground  level  concrete  slab,  the  term 
"floor  insulation”  also  means  such 
material  installed  around  the  perimeter 
of  or  on  the  slab.  In  the  case  of  the 
mobile  homes,  the  term  “floor 
insulation”  also  means  skirting  to 
enclose  the  space  between  the  building 
and  the  ground. 

(8)  Duct  Insulation.  The  term  “duct 
insulation”  means  a  material  primarily 
designed  to  resist  heat  flow  which  is 
installed  on  a  heating  or  cooling  duct  in 
an  unconditioned  area  of  a  building. 

(9)  Pipe  Insulation.  The  term  "pipe 
insulation”  means  a  material  primarily 
designed  to  resist  heat  flow  which  is 
installed  on  a  heating  or  cooling  pipe  in 
an  unconditioned  area  of  a  building. 

(10)  Water  Heater  Insulation.  The 
term  “water  heater  insulation”  means  a 
material  primarily  designed  to  resist 
heat  flow  which  is  suitable  for  wrapping 
around  the  exterior  surface  of  the  water 
heater  casing. 

(11)  Storm  Window.  The  term  “storm 
window”  means  a  window  or  glazing 
material  placed  outside  or  inside  an 
ordinary  or  prime  window,  creating  an 
air  space,  to  provide  greater  resistance 


to  heat  flow  than  the  prime  windows 
alone. 

(12)  Thermal  Window.  The  term 
"thermal  window”  means  a  window  unit 
with  improved  thermal  performance 
through  the  use  of  two  or  more  sheets  of 
glazing  material  affixed  to  a  window 
frame  to  create  one  or  more  insulated 
air  spaces.  It  may  also  have  an 
insulating  frame  and  sash. 

(13)  Storm  or  Thermal  Door.  The  term 
"storm  or  thermal  door”  means — 

(i)  A  second  door,  installed  outside  or 
inside  a  prime  door,  creating  an 
insulating  air  space; 

(ii)  A  door  with  enhanced  resistance 
to  heat  flow  through  the  glass  area  by 
affixing  two  or  more  sheets  of  glazing 
material;  or 

(iii)  A  prime  exterior  door  with  an  R- 
value  of  at  least  2. 

(14)  Heat  Reflective  and  Heat 
Absorbing  Window  or  Door  Material. 
The  term  “heat  reflective  and  heat 
absorbing  window  or  door  material” 
means  a  window  or  door  glazing 
material  with  exceptional  heat 
absorbing  or  heat  reflecting  properties; 
or  reflective  or  absorptive  films  and 
coatings  applied  to  an  existing  window 
or  door  which  thereby  result  in 
exceptional  heat  absorbing  or  heat 
reflecting  properties. 

(15)  Devices  Associated  with  Electric 
Load  Management  Techniques.  The 
term  “devices  associated  with  electric 
load  management  techniques”  means 
customer-owned  or-  leased  devices  that 
reduce  the  maximum  kilowatt  demand 
on  an  electric  utility  and  which  are 
either — 

(i)  Part  of  a  radio,  ripple  or  other 
utility  controlled  load  switching  system 
on  the  customer's  premises; 

(ii)  Clock-controlled  load  switching 
devices; 

(iii)  Interlocks,  and  other  load- 
actuated,  load-limiting  devices;  or 

(iv)  Energy  storage  devices  with 
control  systems. 

(16)  Clock  Thermostat.  The  term 
“clock  thermostat”  means  a  device 
which  is  designed  to  reduce  energy 
consumption  by  regulating  the  demand 
on  the  heating  or  cooling  system  in 
which  it  is  installed  and  which  uses — 

(i)  A  temperature  control  device  for 
interior  spaces  incorporating  more  than 
one  temperature  control  level,  and  - 

(ii)  A  clock  or  other  automatic 
mechanism  for  switching  from  one 
control  level  to  another. 

(e)  Energy  Conserving  Practices.  The 
term  “energy  conserving  practices” 
means  low  or  no  cost  practices 
designated  by  the  Governor  in  a  State 
Plan  which  (i)  save  energy,  (ii)  do  not 
require  the  installation  of  energy 
conservation  or  renewable  resource 


measures;  and  (iii)  do  not  adversely 
impact  the  RCS  Program. 

(f)  ESA.  The  term  “ESA”  means 
Subtitle  B  of  Title  V  of  the  Energy 
Security  Act,  Pub.  L.  96-294,  which 
amended  Part  1  of  Title  II  of  the 
National  Energy  Conservation  Policy 
Act  (NECPA). 

(g)  Governor.  The  term  “Governor” 
means  the  Governor  or  chief  executive 
officer  of  a  State  or  his  designee;  or,  if  a 
State  agency  is  specifically  designated 
by  State  law  to  carry  out  any  function 
under  the  RCS  Program,  then  the  term 
“Governor”  means  that  State  agency. 

(h)  Home  Heating  Supplier.  The  term 
“home  heating  supplier”  means  a  person 
who  sells  or  supplies  home  heating  fuel 
(including  No.  2  heating  oil,  kerosene, 
butane,  and  propane)  to  an  eligible 
customer  for  consumption  in  a 
residential  building. 

(i)  Measure  Warranties.  (1)  The  term 
“manufacturer’s  measure  warranty” 
means,  at  a  minimum,  a  written 
warranty  by  the  manufacturer  of  an 
energy  conservation  or  renewable 
resource  measure  that  the  eligible 
customer  for  whom  the  measure  is 
installed,  the  installation  contractor  who 
installs  the  measure,  and  the  supplier  of 
the  measure  shall  be  entitled  to  obtain, 
within  a  reasonable  period  of  time  and 
at  no  charge,  appropriate  replacement 
parts  or  materials  for  those  measures 
found  within  one  year  from  the  date  of 
installation  to  be  defective  due  to 
materials,  manufacture,  or  design; 

(2)  The  term  "supplier’s  measure 
warranty”  means,  at  a  minimum,  a 
written  warranty  equivalent  to  that 
referred  to  in  paragraph  (i)(l)  of  this 
section  provided  by  the  supplier  of  an 
energy  conservation  or  renewable 
resource  measure  to  persons  who 
purchase  the  measure  from  the  supplier. 

(3)  The  term  "contractor’s  measure 
warranty”  means,  at  a  minimum,  a 
written  warranty  by  a  contractor 
installing  an  energy  conservation  or 
renewable  resource  measure  that  any 
defect  in  materials,  manufacture,  design, 
or  installation  found  within  one  year 
from  the  date  of  installation  shall  be 
remedied  without  charge  and  within  a 
reasonable  period  of  time. 

(j)  NECPA.  The  term  “NECPA”  means 
Part  1  of  the  Title  II  of  the  National 
Energy  Conservation  Policy  Act,  Pub.  L. 
95-619,  as  amended  by  Subtitle  B  of 
Title  V  of  the  Energy  Security  Act  (ESA). 

(k)  Nonregulated  Utility.  The  term 
“nonregulated  utility”  means  a  public 
utility  which  is  not  a  regulated  utility. 

(l)  Nonregulated  Utility  Plan.  The 
term  “nonregulated  utility  plan”  means 
a  plan  developed  pursuant  to  Subpart  D 
of  this  part. 
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(m)  Participating  Home  Heating 
Supplier.  The  term  “participating  home 
heating  supplier”  means  a  home  heating 
supplier  that  has  elected  to  participate 
in  a  State  Plan  which  includes  home 
heating  supplies. 

(n)  Program  Announcement.  The  term 
“program  announcement”  means  the 
RCS  program  information  and  offer  of 
services  required  to  be  provided  by  a 
covered  utility  or  participating  home 
heating  supplier  to  each  eligible 
customer  by  §  456.305. 

(o)  Program  Audit.  The  term  "program 
audit”  means  an  audit  in  which  the 
estimates  of  costs  and  energy  savings 
are  based  on  an  adequate  assessment, 
including  actual  measurements  or 
inspections,  as  appropriate,  performed 
on-site  by  the  auditor,  of  the  building 
shell  and  of  the  space  heating,  space 
cooling,  and  water  heating  equipment  of 
the  residence  of  an  eligible  customer. 

(p)  Program  Information.  The  term 
“program  information”  means  the 
program  announcement  and  any 
information  dissemination  activities 
related  to  an  RCS  Program. 

(q)  Program  Measures.  The  term 
“program  measures”  means  those 
energy  conservation  or  renewable 
resource  measures  which  the  Assistant 
Secretary  has  by  rule  determined  to  be 
appropriate  by  climatic  region  and 
building  category  and  which  are  found 
in  Appendix  I  to  this  part,  or  which  are 
determined  to  be  program  measures  by 
a  Governor  in  accordance  with 

§  456.315(b). 

(r)  Public  Utility.  The  term  “public 
utility”  means  any  person,  State  agency, 
or  Federal  agency  which  is  engaged  in 
the  business  of  selling  natural  gas  or 
electric  energy,  or  both,  to  residential 
customers  for  use  in  a  residential 
building. 

(s)  Rate.  The  term  “rate”  means  any 
price,  rate,  charge,  or  classification 
made,  demanded,  observed,  or  received 
with  respect  to  sales  of  electric  energy 
or  natural  gas,  any  rule,  regulation,  or 
practice  respecting  any  such  rate, 
charge,  or  classification,  and  any 
contract  pertaining  to  the  sales  of 
electric  energy  or  natural  gas. 

(t)  Ratemaking  Authority.  The  term 
"ratemaking  authority”  means  authority 
to  fix,  modify,  approve,  or  disapprove 
rates. 

(u)  RCS  Program.  The  term  “RCS 
Program”  means  the  Residential 
Conservation  Service  program  as 
defined  under  §  456.105(y). 

(v)  Regulated  Utility.  The  term 
“regulated  utility”  means  a  public  utility 
with  respect  to  whose  rates  a  State 
regulatory  authority  has  ratemaking 
authority. 


(w)  Renewable  Resource  Measure. 

The  term  “renewable  resource  measure” 
means  the  following  measures  in  or  with 
respect  to  a  residential  building — 

(1)  Solar  Domestic  Hot  Water 
Systems.  The  term  “solar  domestic  hot 
water  systems”  means  equipment 
designed  to  absorb  the  sun’s  energy  and 
to  use  this  energy  to  heat  water  for  use 
in  a  residential  building  other  than  for 
space  heating,  including  thermosiphon 
hot  water  heaters. 

(2)  Active  Solar  Space  Heating 
Systems.  The  term  “active  solar  space 
heating  systems”  means  equipment 
designe'd  to  absorb  the  sun’s  energy  and 
to  use  this  energy  to  heat  living  space  by 
use  of  mechanically  forced  energy 
transfer,  such  as  fans  or  pumps. 

(3)  Combined  Active  Solar  Space 
Heating  and  Solar  Domestic  Hot  Water 
System.  The  term  "combined  active 
solar  space  heating  and  solar  domestic 
hot  water  system”  means  equipment 
designed  to  perform  both  of  the 
functions  described  in  paragraphs  (w)(l) 
and  (2)  of  this  section. 

(4)  Wind  Energy  Devices.  The  term 
"wind  energy  devices”  means 
equipment  that  use  wind  energy  to 
produce  energy  in  any  form  for  personal 
residential  purposes. 

(5)  Replacement  Solar  Swimming  Pool 
Heaters.  The  term  “replacement  solar 
swimming  pool  heaters”  means  devices 
which  are  used  solely  for  the  purpose  of 
using  the  sun’s  energy  to  heat  swimming 
pool  water  and  which  replace  a 
swimming  pool  heater  using  electricity, 
gas  or  other  fossil  fuel. 

(x)  Residential  Building.  The  term 
“residential  building”  means  any 
building  used  for  residential  occupancy 
which — 

(1)  Is  not  a  new  building  to  which  final 
standards  under  Sections  304(a)  and  305 
of  the  Energy  Conservation  and 
Production  Act  apply; 

(2)  Has  a  system  for  heating  or  cooling 
or  both;  and 

(3)  Contains  at  least  one,  but  not  more 
than  four,  dwelling  units.  After  January 
1, 1982,  the  term  “residential  building” 
also  includes  any  building  which 
contains  more  than  four  dwelling  units 
unless  such  building  contains  a  heating 
or  cooling  system,  or  both,  which  is  a 
central  system. 

(y)  Residential  Conservation  Service 
Program.  The  term  “Residential 
Conservation  Service  Program"  means 
the  program  required  to  be  implemented 
by  covered  utilities  pursuant  to  an 
approved  State  Plan,  an  approved 
Nonregulated  Utility  Plan,  or  a  Federal 
Standby  Plan. 

(z)  Secretary.  The  term  “Secretary” 
means  the  Secretary  of  Energy. 


(aa)  State.  The  term  “State”  means  a 
State,  the  District  of  Columbia  and 
Puerto  Rico. 

(bb)  State  Agency.  The  term  “State 
Agency”  means  a  State,  a  political 
subdivision  thereof,  or  any  agency  or 
instrumentality  of  either. 

(cc)  State  Regulatory  Authority.  The 
term  “State  regulatory  authority”  means 
any  State  agency  which  has  ratemaking 
authority  with  respect  to  the  sales  of 
electric  energy  or  natural  gas  by  any 
public  utility  (other  than  by  such  State 
agency),  except  that  in  the  case  of  a 
public  utility  with  respect  to  which  the 
Tennessee  Valley  Authority  has 
ratemaking  authority,  such  term  means 
the  Tennessee  Valley  Authority. 

(dd)  State  Plan.  The  term  “State  Plan” 
means  a  plan  developed  pursuant  to 
Subparts  B  and  C  of  this  part. 

(ee)  TV  A.  The  term  “TV  A”  means  the 
Tennessee  Valley  Authority. 

Subpart  B — Preparation,  Submission, 
and  Approval  of  State  Plans  and 
Temporary  Programs 

§  456.201  Scope. 

This  subpart  identifies  the 
responsibilities  of  the  States  and  the 
Tennessee  Valley  Authority  (TVA)  in 
the  preparation  and  submission  of  State 
Plans;  the  procedures  for  approval  of  the 
State  Plan  by  the  Assistant  Secretary; 
and  the  procedures  for  submission  and 
criteria  for  approval  of  Temporary 
Programs. 

§  456.202  Initial  submission. 

If  a  State  intends  to  submit  a  State 
Plan,  the  Governor  shall  submit  by 
January  6, 1980,  a  list  of  nonregulated 
covered  utilities,  if  any,  operating  in  the 
State  which  will  be  subject  to  the  State 
Plan. 

§  456.203  Notice,  comment,  and  public 
hearing. 

Prior  to  submission  of  the  State  Plan 
to  the  Assistant  Secretary  for  approval 
the  Governor  shall  provide  for 
meaningful  public  notice,  an  opportunity 
for  public  comment,  and  public  hearing. 

§  456.204  Procedures  for  submission  and 
approval  of  State  Plans. 

(a)  Who  Shall  Submit.  Three  (3) 
copies  of  the  proposed  State  Plan  shall 
be  submitted  to  die  Assistant  Secretary 
by  either: 

(1)  The  Governor  of  the  State;  or 

(2)  The  TVA  with  respect  to  all 
covered  utilities  over  which  the  TVA 
has  ratemaking  authority  and,  in  the 
discretion  of  TVA,  with  respect  to  any 
covered  utility  over  which  the  TVA  and 
another  State  Regulatory  Authority  have 
ratemaking  authority. 
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(b)  Time  for  Submission.  The 
proposed  State  Plan  shall  be  submitted 
by  June  4, 1980,  unless  the  time  for 
submission  has  been  extended  by  the 
Assistant  Secretary,  upon  request  of  the 
Governor,  for  good  cause  shown. 

(c)  Approval.  If  a  proposed  State  Plan 
meets  the  criteria  of  Subparts  B  and  C  of 
this  part,  the  Assistant  Secretary  shall 
approve  it  within  90  days  of  the  date  the 
proposed  State  Plan  was  submitted. 

(d)  Disapproval. 

(1)  If  a  proposed  State  Plan  does  not 
meet  the  criteria  of  Subparts  B  and  C  of 
this  part,  the  Assistant  Secretary  shall, 
within  90  days  of  the  date,  the  proposed 
State  Plan  was  submitted,  disapprove 
the  proposed  State  Plan  in  writing  and 
shall  specify  in  writing  the  grounds  for 
disapproval. 

(2)  Within  80  days  of  the  date  of 
disapproval  of  a  proposed  State  Plan,  or 
such  longer  period  as  the  Assistant 
Secretary  may  determine,  for  good  cause 
shown,  the  Governor  may  submit 
another  proposed  State  Plan. 

(e)  Amendments.  The  Governor  may 
submit  proposed  amendments  to  an 
approved  State  Plan  at  any  time. 

§  456.205  Home  heating  suppliers. 

If  the  Governor  submits  a  plan 
applicable  to  home  heating  suppliers  in 
the  State,  it  shall  be  a  part  of  the  State 
Plan  and  shall  be  submitted  in 
accordance  with  the  procedures  of  this 
subpart  applicable  to  the  submission  of 
the  State  Plan. 

§  456.206  Tennessee  Valley  Authority. 

In  this  part,  except  as  otherwise 
specified,  references  to  the  Lead  Agency 
shall  be  deemed  to  refer  also  to  the  TVA 
and  references  to  the  State  Plan  shall  be 
deemed  to  refer  also  to  the  TVA  Plan. 
References  in  this  part  to  a  State  as  a 
geographic  area  shall,  with  respect  to 
the  TVA  Plan,  be  references  to  the 
service  areas  of  the  covered  utilities 
subject  to  the  TVA  Plan.  Reference  in 
this  part  to  a  State  as  a  governmental 
entity  (other  than  references  to  State 
laws  or  regulations)  or  to  any  State 
Agency  or  officer  shall  be  deemed  to 
refer  also  to  the  TVA. 

§  456.207  Temporary  Programs. 

(a)  Definition  of  Temporary  Programs. 
A  Temporary  Program  is  a  plan  or  a  part 
of  a  State  Plan  which  exempts  in  whole 
or  in  part  for  a  specified  period,  to  be 
determined  by  the  Assistant  Secretary, 
but  not  to  exceed  three  years  from  the 
date  of  approval  of  such  Temporary. 
Program,  one  or  more  utilities  from  one 
or  more  of  the  following  provisions — 

(1)  The  requirements  for  preparing 
and  distributing  the  Program 
Announcement  described  in  §  456.305; 


(2)  The  requirements  for  offering  and 
performing  audits  described  in  §  456.306; 

(3)  The  requirements  for  offering  to 
arrange  and  arranging  installation  of 
program  measures  described  in 

§  456.307; 

(4)  The  requirements  for  offering  to 
arrange  and  arranging  financing  for  the 
purchase  or  installation  of  program 
measures  described  in  §  456.308; 

(5)  The  requirements  concerning 
accounting  and  payment  of  costs 
described  in  §  456.309; 

(6)  The  requirements  regarding  billing 
of  costs,  repayment  of  loans,  and 
termination  of  service  described  in 

§  456.310; 

(7)  The  requirements  for  distributing 
the  lists  described  in  §  456.311(c);  and 

(8)  The  prohibition  against  supplying 
and  installing  by  covered  utilities 
described  in  §  456.502(a). 

(b)  Who  May  Submit.  A  proposed 
Temporary  Program  may  be  submitted 
to  the  Assistant  Secretary  by  either — 

(1)  The  Governor  of  a  State; 

(2)  A  covered  utility  which  is  included 
in  a  State  Plan,  with  the  support  of  the 
Governor;  or 

(3)  A  nonregulated  utility  not  included 
in  a  State  Plan. 

(c)  Time  for  Submission.  A  proposed 
Temporary  Program  shall  be  submitted 
to  the  Assistant  Secretary  anytime  prior 
to  180  days  after  the  effective  date  of 
these  rules. 

(d)  Approval. 

(1)  The  Assistant  Secretary  shall 
approve  or  disapprove  a  proposed 
Temporary  Program  within  90  days  of 
receipt  of  the  Temporary  Program,  or 
later  if  he  so  notifies  the  person  who 
submitted  the  proposed  Temporary 
Program. 

(2)  The  Assistant  Secretary  may 
approve  a  Temporary  Program  for  a 
period  not  to  exceed  three  years  from 
the  date  of  approval. 

(e)  Criteria  for  Approval.  The 
Assistant  Secretary  shall  approve  a 
proposed  Temporary  Program  only  if  the 
person  submitting  the  proposed 
Temporary  Program  demonstrates  to  the 
Assistant  Secretary's  satisfaction  that 
the  Temporary  Program — 

(1)  Contains  adequate  procedures  to 
assure  that  each  covered  utility  under 
such  program  will  charge  fair  and 
reasonable  prices  and  rates  of  interest 
to  its  eligible  customers  in  connection 
with  the  purchase  and  installation  of 
residential  energy  conservation  and 
renewable  resource  measures; 

(2)  Contains  adequate  procedures  for 
preventing  unfair,  deceptive,  or 
anticompetitive  acts  or  practices 
affecting  Commerce  which  relate  to  the 
implementation  of  such  program;  and 


(3)  Is  likely  to  result  in  the  installation 
of  program  measures  in  at  least  as  many 
residential  buildings  as  would  have 
been  installed  had  such  utility  not  been 
exempt  from  the  requirements  for  which 
exemption  is  sought. 

(f)  Federal  Standby  Authority.  The 
Federal  Standby  Authority  described  in 
Subpart  F  shall  not  be  exercised  with 
respect  to  a  covered  utility  which 
either — 

(1)  Is  subject  to  an  approved 
Temporary  Program; 

(2)  Is  proposed  for  inclusion  under  a 
proposed  Temporary  Program  which  has 
been  submitted  in  accordance  with 
paragraph  (c)  of  this  section,  but  has  not 
yet  been  approved  or  disapproved  by 
the  Assistant  Secretary;  or 

(3)  Was  subject  to  an  approved 
Temporary  Program  which  has 
terminated  and  such  covered  utility  will 
be  subject,  within  a  reasonable  time  to 
be  determined  by  the  Assistant 
Secretary,  to  an  adequately 
implemented  approved  State  Plan  or 
Nonregulated  Utility  Plan. 

Subpart  C — Content  of  State  Plans 

§456.301  Scope. 

This  subpart  prescribes  the  minimum 
requirements  for  the  content  of  State 
Plans.  The  State  may  include  additional 
information  and  provide  additional 
requirements  in  the  State  Plan  for  the 
RCS  Program  if  such  information  and 
requirements  are  not  specifically 
prohibited  by  these  rules  or  by  any 
applicable  law  or  regulation.  All 
references  in  this  subpart  to  covered 
utilities  apply  to  regulated  and 
nonregulated  covered  utilities  subject  to 
the  State  plan. 

§  456.302  Coverage  of  State  Plan. 

(a)  Regulated  Utilities.  All  regulated 
utilities  providing  utility  service  in  a 
State  which  meet  the  definition  of 
“covered  utility*'  in  §  456.105(b)  shall  be 
subject  to  the  State  Plan  and  shall  be 
identified  in  the  State  Plan. 

(b)  Nonregulated  Utilities.  The  State 
Plan  shall  identify  which  nonregulated 
covered  utilities,  if  any,  are  covered 
under  the  State  Plan. 

(c)  Home  Heating  Suppliers.  The  State 
Plan  shall  state  whether  it  includes  an 
RCS  Program  for  home  heating 
suppliers. 

(d)  Temporary  Programs.  The  State 
Plan  shall  identify  any  covered  utilities 
for  which  a  request  for  a  Temporary 
Program  provision  has  been  submitted, 
and  describe  or  attach  such  provision 
for  each  such  utility. 
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§  456.303  Procedures  for  enforcing 
compliance  with  the  State  Plan. 

(a)  The  State  Plan  shall  require  each 
RCS  participant  to  comply  with  the 
State  Plan. 

(b)  The  State  Plan  shall  contain 
adequate  procedures  for  enforcing 
compliance  with  the  State  Plan  by  each 
RCS  participant. 

§  456.304  State  monitoring  of  utility 
supply,  installation,  and  financing. 

The  State  Plan  stall — 

(a)  Contain  procedures  to  ensure  that 
covered  utilities  which  supply,  install  or 
finance  the  sale  or  installation  of  energy 
conservation  or  renewable  resource 
measures  shall — 

(1)  Charge  fair  and  reasonable  prices 
and  interest  rates,  which  shall  be 
determined  by  periodic  review  of 
comparative  prices  and  interest  rates  by 
a  State  designated  agency; 

(2)  Conduct  such  activities  in  a 
manner  which  does  not  have  a 
substantial  adverse  effect  upon 
competition  or  involve  the  use  of  unfair, 
deceptive,  or  anticompetitive  acts  or 
practices; 

(3)  When  undertaking  to  finance  a 
lending  program  for  such  measures 
through  financial  institutions,  seek  funds 
for  such  financing  from  financial 
institutions  located  throughout  the  area 
covered  by  the  lending  program  (to  the 
extent  each  such  utility  determines 
feasible,  consistent  with  good  business 
practice,  and  not  disadvantageous  to  its 
customers);  and 

(4)  Meet  the  requirements  of  §  456.504 
if  they  undertake  supply  or  installation 
activities  under  §  456.504. 

(b)  Require  any  utility  undertaking  a 
program  involving  the  supply  or 
installation  of  any  energy  conservation 
or  renewable  resource  measures  as 
permitted  by  §  456.504,  or  providing 
financing  for  the  purchase  or  installation 
of  any  such  measure,  to  notify  the 
Assistant  Secretary  when  such  program 
becomes  effective. 

§  456.305  Program  announcement 

(a)  Distribution  and  Content.  The 
State  Plan  shall  require  each  covered 
utility  and  each  participating  home 
heating  supplier  to  provide  each  eligible 
customer,  not  later  than  six  months  after 
approval  of  the  State  Plan  and  every 
two  years  thereafter  until  January  1, 
1985,  with  the  following — 

(1)  A  list  of  the  program  measures  for 
the  category  of  residential  buildings 
owned  or  occupied  by  such  eligible 
customer; 

(2)  A  reasonable  estimate  (or  range  of 
'estimates)  of  the  savings  in  energy  costs 
for  a  specified  period  of  time  which  are 
likely  to  result  from  installation  of  each 


of  the  program  measures  in  a  typical 
building  or  buildings  in  such  category; 

(3)  A  list  of  energy  conserving 
practices; 

(4)  A  reasonable  estimate  (or  range  of 
estimates)  of  the  savings  in  energy  costs 
for  a  specified  period  of  time  which  are 
likely  to  result  from  the  adoption  of  the 
practices,  individually  or  as  a  group; 

(5)  An  offer  to  perform  each  of  the 
services  required  to  be  offered  under 
§§  456.306  (Program  Audits),  456.307 
(Arranging  Installation),  456.308 
(Arranging  Financing),  and  456.311(c) 

(List  Distribution  to  Eligible  Customers), 
and  a  description  of  the  services. 

(b)  The  State  Plan  shall  prohibit 
utilities  from  including  with  the  program 
information  any  advertising  for  the  sale, 
installation  or  financing  by  any  supplier, 
contractor,  or  lender  (including  the 
covered  utility)  of  any  energy 
conservation  measure,  renewable 
resource  measure,  State  measure,  or 
energy  conserving  practice  if  such 
advertising  unfairly  discriminates 
against  any  person. 

(c)  Category  of  Residential  Buildings. 
As  used  in  this  section,  the  term 
“category  of  residential  buildings" 
means  one  of  the  categories  defined  in 
Appendix  I  of  this  part. 

(d)  Calculation  Procedures.  The  State 
Plan  shall,  with  respect  to  the  estimates 
of  the  savings  required  under 

§  456.305(a)(2),  describe  the  procedures 
by  which  such  estimates  shall  be  made. 

(e)  New  Customers.  (1)  A  new 
customer  is  a  person  who  becomes  an 
eligible  customer  after  initial 
distribution  of  the  Program 
Announcement  but  before  January  1, 
1985. 

(2)  The  State  Plan  shall  require  that 
each  covered  utility  and  participating 
home  heating  supplier  provide  each  new 
customer  within  60  days  of  such 
customer  becoming  a  new  customer  with 
the  information  required  in  §  456.305(a). 

(3)  The  State  Plan  shall  require  that  a 
covered  utility  or  participating  home 
heating  supplier  retain  in  its  files  for  not 
less  than  five  years  a  copy  of  each 
report  of  each  program  audit  performed 
pursuant  to  the  State  Plan,  and  inform 
each  subsequent  owner  of  a  residential 
building  covered  under  the  RCS  Program 
that,  upon  request,  a  copy  of  that  report 
shall  be  made  available  to  such 
subsequent  owner. 

(f)  The  State  Plan  shall  prohibit  unfair 
discrimination  among  measures,  eligible 
customers,  suppliers,  contractors,  and 
lenders  in  the  content  of,  and  in  the 
providing  of,  information  required  under 
this  section. 


§  456.306  Requirements  for  program 
audits. 

(a)  Content  of  program  audit.  (1)  The 
State  Plan  shall  describe  the  program 
audit  services  to  be  offered  by  covered 
utilities  and  participating  home  heating 
suppliers  and  shall  require  at  a 
minimum  that  covered  utilities  and 
participating  home  heating  suppliers 
provide,  upon  request,  to  each  eligible 
customer  a  program  audit  which 
addresses  the  program  measures. 

(2)  The  State  Plan  may  allow  the 
auditor  in  each  program  audit  to 
determine  the  applicability  of  each 
program  measure  in  that  residence 
based  on  applicability  criteria  set  forth 
in  the  State  Plan  subject  to  DOE 
approval.  If  a  program  measure  is  not 
applicable,  then  the  requirements  of  this 
section  to  provide  estimates  of  the  cost 
and  savings  of  installation  of  such 
measure  in  such  residence  do  not  apply. 

(3)  The  State  Plan  shall  contain 
procedures  to  assure  the  validity  of  the 
program  audit  with  respect  to  all 
program  measures. 

(b)  Results  of  Program  Audit.  The 
State  Plan  shall  require  that  the  auditor 
provide  the  following  information  in 
writing  to  each  eligible  customer  who 
receives  a  program  audit — 

(1)  An  estimate  of  the  total  cost, 
expressed  in  dollars  or  a  range  of 
dollars,  of  installation  by  a  contractor  of 
each  applicable  program  measure  as 
designated  in  the  Table  of  Program 
Measures  (Appendix  I). 

(2)  An  estimate  of  the  total  cost, 
expressed  in  dollars  or  a  range  of 
dollars,  of  purchase  by  the  customer  of 
each  applicable  program  measure  as 
designated  in  the  Table  of  Program 
Measures  (Appendix  I). 

(3)  An  estimate  of  the  savings  in 
energy  costs  of  each  applicable  program 
measure  addressed  by  die  program 
audit. 

(c)  Prohibitions.  (1)  The  State  Plan 
shall  prohibit  covered  utilities  and 
participating  home  heating  suppliers 
from  discriminating  unfairly  among 
eligible  customers  in  providing  program 
audits.  _ 

(2)  The  State  Plan  shall  prohibit  any 
auditor  from  recommending  any 
supplier,  contractor,  or  lender  who 
supplies,  installs,  or  finances  the  sale  or 
installation  of  any  program  measure,  if 
such  recommendation  would  unfairly 
discriminate  among  such  suppliers, 
contractors,  or  lenders. 

(3)  The  State  Plan  shall  prohibit  any 
unfair  discrimination  among  program 
measures. 

(3)  Program  Audits  of  Furnaces.  The 
State  Plan  shall  require  that,  in  order  for 
an  auditor  of  a  covered  utility  or 
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participating  home  heating  supplier  to 
provide  cost  and  savings  estimates  for 
furnace  efficiency  modifications  with 
respect  to  a  furnace  which  uses  as  its 
primary  source  of  energy  any  fuel  or 
source  of  energy  other  than  the  fuel  or 
source  of  energy  sold  by  that  covered 
utility  or  participating  home  heating 
supplier,  the  eligible  customer  must 
request  such  audit  in  writing. 

(e)  Qualifications  for  Program 
Auditors.  The  State  Plan  shall  require 
that  each  person  who  performs  a 
program  audit  pursuant  to  the  State  Plan 
shall  be  qualified  to  perform  the 
necessary  measurements  and 
inspections  to  determine  the  estimated 
cost  of  purchasing  and  installing  the 
recommended  program  measures  and 
the  savings  in  energy  costs  that  are 
likely  to  result  from  the  installation  of 
such  measures. 

§  456.307  Arranging  installation. 

The  State  Plan  shall — 

(a)  Require  each  covered  utility  and 
participating  home  heating  supplier  to 
arrange  installation  of  any  program 
measure  upon  request  by  an  eligible 
customer; 

(b)  Describe  these  arranging  services; 

(c)  Prohibit  each  covered  utility  and 
participating  home  heating  supplier, 
when  arranging  installation  of  program 
measures,  from  recommending, 
selecting,  or  providing  information 
regarding  any  supplier  or  contractor  if 
such  recommendation,  selection,  or 
information  would  unfairly  discriminate 
among  suppliers  and  contractors  of 
program  measures;  and 

(d)  Prohibit  each  covered  utility  and 
participating  home  heating  supplier, 
when  arranging  installation  of  program 
measures,  from  discriminating  unfairly 
among  eligible  customers,  among 
suppliers,  among  contractors,  or  among 
program  measures. 

§  456.308  Arranging  financing. 

The  State  Plan  shall — 

(a)  Require  each  covered  utility  and 
participating  home  heating  supplier  to 
arrange  financing  for  the  supply  and 
installation  of  any  program  measure 
upon  request  by  any  eligible  customer; 

(b)  Describe  these  arranging  services; 

(c)  Prohibit  each  covered  utility  and 
participating  home  heating  supplier, 
when  arranging  financing  for  the 
purchase  or  installation  of  program 
measures,  from  recommending, 
selecting,  or  providing  information 
regarding  any  lender  if  such 
recommendation,  selection,  or 
information  would  unfairly  discriminate 
among  lenders  that  finance  the  purchase 
or  installation  of  program  measures;  and 


(d)  Prohibit  each  covered  utility  and 
participating  home  heating  supplier, 
when  arranging  financing  of  program 
measures,  from  discriminating  unfairly 
among  eligible  customers,  among 
suppliers,  among  contractors,  among 
lenders,  or  among  program  measures. 

§  456.309  Accounting  and  payment  of 
costs. 

(a)  Accounting.  The  State  Plan  shall 
require,  and  may  permit  with  respect  to 
costs  or  revenues  directly  associated 
with  State  measures,  that  all  amounts 
expended  or  received  by  a  covered 
utility  which  are  attributable  to  the  RCS 
Program,  including  any  penalties  paid 
under  Subpart  F  (Federal  Standby 
Authority),  shall  be  accounted  for  on  the 
books  and  records  separately  from 
amounts  attributable  to  all  other 
activities  of  the  covered  utility. 

(b)  Payment  of  Costs.  The  State  Plan 
shall  require  that  covered  utilities  treat 
costs  as  described  below  and  shall 
describe  how  the  costs  described  in 
paragraph  (b)(2)  of  this  section  will  be 
treated — 

(1)  All  amounts  expended  by  a 
covered  utility  in  providing  the 
information  required  under  §  456.305(a) 
and  in  conducting  all  public  education 
and  program  promotion  directly  related 
to  providing  information  about  a  utility’s 
RCS  Program  shall  be  treated  as  a 
current  expense  of  providing  utility 
service  and  be  charged  to  all  ratepayers 
of  the  covered  utility  in  the  same 
manner  as  other  current  operating 
expenses  of  providing  such  utility 
service; 

(2)  The  cost  of  the  following  program 
elements  shall  be  recovered  in  the 
manner  specified  by  the  State  regulatory 
authority  (in  the  case  of  a  regulated 
utility)  or  the  nonregulated  utility, 
except  that  the  amount  that  may  be 
recovered  directly  from  a  residential 
customer  for  whom  the  activities 
described  in  §  456.309(b)(2)(ii)  are 
performed  shall  not  exceed  a  total  of  $15 
per  dwelling  unit  or  the  actual  cost  of 
such  activities,  whichever  is  less — 

(i)  Administrative  and  general 
expenses,  including  those  associated 
with  program  audits,  customer  billing 
services,  and  arranging;  and 

(ii)  Project  management  requirements, 
including — 

(A)  The  providing  of  program  audits; 

(B)  The  arranging  for  a  lender  to  make 
a  loan  to  an  eligible  customer  to  finance 
the  purchase  and  installation  costs  of 
energy  conservation  and  renewable 
resource  measures; 

(C)  The  arranging  to  have  the  program 
measures  installed;  and 

(D)  List  distribution:  and 


(3)  In  determining  the  amount  to  be 
recovered  directly  from  customers  as 
provided  in  paragraph  (b)  (2)  of  this 
section,  the  State  regulatory  authority 
(in  the  case  of  a  regulated  utility)  or  the 
nonregulated  utility  shall  take  into 
consideration,  to  the  extent  practicable, 
the  eligible  customers’  ability  to  pay  and 
the  likely  levels  of  participation  in  the 
utility  program  which  will  result  from 
such  revovery. 

(c)  Duplication  of  Audits.  (1)  In  areas 
where  a  residential  customer  is  an 
eligible  customer  of  more  than  one 
covered  utility,  the  Governor,  the  State 
regulatory  authority  or  the  covered 
nonregulated  utility,  as  appropriate,  may 
include  in  a  State  Plan  or  a 
Nonregulated  Utility  Plan  procedures  to 
ensure  that  each  eligible  customer  may 
receive  only  one  audit  under  the  RCS 
Program. 

(2)  No  utility  shall  be  required  to  make 
more  than  one  inspection  of  a  residence 
unless  a  new  owner  requests  a 
subsequent  inspection. 

§  456.3 1 0  Customer  billing,  repayment  of 
loans,  and  termination  of  service. 

The  State  Plan  shall  require  that — 

(a)  Customer  Billing.  Every  charge  by 
a  covered  utility  or  a  participating  home 
heating  supplier  to  a  customer  for  any 
portion  of  the  costs  of  carrying  out  any 
activity  pursuant  to  the  State  Plan  that 
is  charged  to  the  residential  customer 
for  whom  such  activity  is  performed 
(including  repayment  of  a  loan)  and  that 
is  included  on  a  billing  for  utility  service 
submitted  by  the  utility  or  home  heating 
supplier  to  such  residential  customer 
shall  be  stated  separately  on  such 
billing  from  the  cost  of  providing  utility 
or  fuel  service; 

(b)  Repayment  of  Loans.  (1)  In  the 
case  of  any  loan  arranged  by  a  covered 
utility  pursuant  to  §  456.308,  the  utility, 
at  the  request  of  the  lender,  shall  permit 
repayment  of  the  loan  as  part  of  the 
periodic  utility  bill.  The  utility  may 
recover  from  the  lender  the  cost 
incurred  by  the  utility  in  carrying  out 
such  manner  of  repayment. 

(2)  In  the  case  of  any  loan  for  the 
purchase  or  installation  of  program 
measures  made  by  a  participating  home 
heating  supplier  under  the  RCS 
Program — 

(i)  The  participating  home  heating 
supplier  shall  permit  the  eligible 
customer  to  include  repayment  of  the 
loan  in  such  customer’s  payment  of  his 
periodic  fuel  bill  over  a  period  of  not 
less  than  three  years,  unless  the  eligible 
customer  chooses  a  shorter  repayment 
period; 

(ii)  A  lump-sum  payment  of 
outstanding  principal  and  interest  may 
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be  required  by  the  lender  upon  default 
in  payment  (as  determined  under 
applicable  law)  from  the  eligible 
customer;  and 

(iii)  No  penalty  shall  be  imposed  by  a 
home  heating  supplier,  or  any  other 
lender  with  which  a  loan  is  arranged  by 
the  home  heating  supplier,  for  payment 
of  all  or  any  portion  of  the  outstanding 
loan  amount  prior  to  the  date  such 
payment  would  otherwise  be  due;  and 

(c)  Termination  of  Service.  No  covered 
utility  or  participating  home  heating 
supplier  shall  terminate  utility  or  fuel 
service  to  any  customer  for  any  default 
by  such  customer  for  payments  due  for 
any  services  under  the  RCS  Program. 

§  456.3 1 1  List  of  suppliers,  contractors, 
and  lenders. 

(a)  Master  Record.  The  State  Plan 
shall  contain  procedures  for  the 
preparation,  in  a  fair,  open  and 
nondiscriminatory  manner,  of  a  Master 
Record  of  all  suppliers,  contractors,  and 
lenders  who  sell,  install,  or  finance 
program  measures  in  the  State  and  who 
wish  to  be  included  in  the  lists 
distributed  pursuant  to  paragraph  (c)  of 
this  section.  These  procedures  shall,  at  a 
minimum — 

(1)  Identify  the  entity(ies),  hereinafter 
referred  to  as  the  "Listing  Agency,” 
which  shall  be  responsible  for  the 
preparation  and  maintenance  of  the 
Master  Record; 

(2)  Ensure  that  a  reasonable  attempt  is 
made  to  inform  all  suppliers, 
contractors,  and  lenders  who  sell,  install 
or  finance  program  measures  in  the 
State  of  the  pending  compilation  of  the 
Master  Record  and  the  intended  use  of 
the  Master  Record,  and  provide  such 
suppliers,  contractors,  and  lenders  an 
opportunity  through  effective  notice  to 
apply  for  inclusion  in  the  Master  Record; 

(3)  Ensure  that  all  persons  who  agree 
to  comply  with  the  rquirements  of 
paragraph  (b)  of  this  section  (unless  on 
the  basis  of  past  experience,  the 
Governor  determines  that  such  person’s 
agreement  is  not  adequate  assurance  of 
compliance  with  the  requirements  of 
paragraph  (b)),  and  only  such  persons, 
are  included  in  the  Master  Record; 

(4)  Enusre  that  all  persons  in  the 
Master  Record  who  fail  to  comply  with 
the  requirements  of  paragraph  (b)  of  this 
section  are  removed  from  the  Master 
Record.  The  State  Plan  shall  establish 
the  criteria  by  which  such  failure  shall 
be  grounds  for  removal  from  the  Master 
Record.  Removal  procedures  shall 
ensure  that — 

(i)  Each  person  proposed  for  such 
removal  shall  have — 

(A)  Written  notice  ofthe  proposed 
removal  and  the  grounds  for  such 


removal  at  least  30  days  before  the 
actual  removal;  and 

(B)  An  opportunity  to  respond  to 
writing  to  the  allegations  contained  in 
the  notice  described  in  paragraph 

(a)(4)(i)(A)  of  this  section,  with  at  least 
30  days’  notice;  and 

(ii)  Each  person  removed  from  the 
Master  Record  shall  have  an 
opportunity  to  file  a  complaint  through 
and  participate  in  the  redress 
proceedings  described  in  §  456.312  for 
the  purpose  of  contesting  such  removal; 

(5)  Ensure  that  all  persons  deleted 
from  the  Master  Record  have  an 
opportunity  to  be  included  anew  in  the 
Master  Record  under  criteria 
established  by  the  Governor,  and 

(6)  Ensure  that  the  name  and  address 
of  any  supplier,  installer  or  lender  who 
has  been  added  to  or  deleted  from  the 
Master  Record  is  forwarded  to  the 
appropriate  covered  utilities  or  home 
heating  suppliers. 

(b)  Requirements  for  Inclusion  in  the 
Master  Record.  (1)  The  State  Plan  shall 
require  that,  when  installing  program 
measures  under  the  RCS  Program,  all 
installation  contractors  included  in  the 
Master  Record  shall — 

(1)  Install  only  measures  covered  by 
the  warranties  defined  in — 

(A)  §  456.105(e)  (1)  or  (2);  and 

(B)  §  456.105(i)(3); 

(ii)  Participate  in  good  faith  in  the 
redress  proceedings  described  in  the 
State  Plan  when  there  is  a  complaint  by 
an  eligible  customer  against  such 
person;  and 

(iii)  Comply  with  all  applicable 
Federal,  State,  and  local  laws  and 
regulations. 

(2)  The  State  Plan  shall  require  that, 
when  supplying  program  measures 
under  the  RCS  Program,  all  suppliers 
included  in  the  Master  Record  shall — 

(i)  With  respect  to  the  program 
measures  the  supplier  is  listed  as 
carrying,  supply  program  measures  that 
carry  the  measure  warranties  defined  in 
§  456.105(i)  (1)  or  (2); 

(ii)  Have  a  method  for  informing 
customers  of  those  products  supplied  by 
the  supplier  that  are  program  measures, 
and  that  have  a  measures  warranty; 

(iii)  Participate  in  good  faith  in  the 
redress  proceedings  described  in  the 
State  Plan  when  there  is  a  complaint  by 
an  eligible  customer  against  such 
person;  and 

(iv)  Comply  with  all  applicable 
Federal,  State,  and  looal  Laws  and 
regulations. 

(3)  The  State  Plan  shall  require  that, 
when  financing  the  sale  or  installation 
of  program  measures  under  the  RCS 
Program,  all  lenders  included  in  the 
Master  Record  shall — 


(i)  Agree  to  participate  in  good  faith  in 
the  redress  proceedings  described  in  the 
State  Plan  when  there  is  a  complaint  by 
an  eligible  customer  against  such 
person;  and 

(ii)  Comply  with  all  applicable 
Federal,  State,  and  local  laws  and 
regulations. 

(4)  The  State  Plan  may  include 
additional  requirements  if  the  Assistant 
Secretary  determines  that  such 
requirements  are  fair, 
nondiscriminatory,  and  do  not  adversely 
affect  competition  or  the  RCS  Program. 

(c)  List  Distribution  to  Eligible 
Customers.  The  State  Plan  shall  require 
that  every  covered  utility  and 
participating  home  heating  supplier 
provide,  upon  request,  to  every  eligible 
customer,  lists  of  all  suppliers, 
contractors,  and  lenders  included  in  the 
Master  Record  who  sell,  install  or 
finance  program  measures  in  its  service 
area  or  such  other  reasonable  area 
required  by  the  State  Plan. 

(1)  The  State  Plan  shall  require  that 
these  lists  present  the  appropriate 
information  in  a  fair,  open,  and 
nondiscriminatory  manner. 

(2)  The  State  Plan  shall  require  that 
these  lists  be  distributed  in  a  fair,  open, 
and  nondiscriminatory  manner. 

(3)  The  State  Plan  may  require  or 
permit  additional  information  to  be 
included  on  the  lists  if  the  Assistant 
Secretary  determines  that  it  is  fair, 
nondiscriminatory  and  does  not 
adversely  affect  competition  or  the  RCS 
Program. 

(4)  The  State  Plan  shall  contain 
procedures  to  ensure  that  these  lists  are 
periodically  updated  for  distribution  to 
eligible  customers. 

§  456.312  Complaints  processing 
procedures. 

The  State  Plan  shall  contain 
procedures — 

(a)  For  resolving  compliants  against 
persons  who  sell  or  install  energy 
conservation  or  renewable  resource 
measures  under  the  RCS  Program;  and 

(b)  To  assure  that  any  person  who 
alleges  any  injury  resulting  from  a 
violation  of  any  State  Plan  provision 
shal  be  entitled  to  redress. 

§  456.313  Coordination. 

The  State  Plan  shall  provide 
procedures  to  ensure  effective 
coordination  between  the  RCS  Program 
and  all  local,  State,  and  Federal  energy 
conservation  programs  within  the 
affectmg  the  State. 

§  456.314  Home  heating  suppliers. 

(a)  Consideration  of  Limited 
Resources.  If  a  State  Plan  covers  home 
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heating  suppliers,  it  shall,  within  the 
terms  of  the  requirements  of  this 
subpart,  take  into  account  the  limited 
resources  of  small  home  heating 
suppliers. 

(b)  Participation  and  Withdrawal. 

The  State  Plan,  if  it  includes  home 
heating  suppliers,  shall  include  a 
procedure  by  which  the  Governor  shall 
allow  a  home  heating  supplier  to 
participate  in  the  RCS  Program.  The 
State  Plan  shall  also  allow  participating 
home  heating  suppliers  to  withdraw 
voluntarily  from  the  RCS  program. 

(c)  Waiver  of  Requirements.  The  State 
Plan  shall  contain  a  procedure  by  which 
the  Governor  may  waive  for  any 
participating  home  heating  supplier  any 
requirement  of  the  State  Plan,  except 
those  listed  below,  upon  a 
demonstration  to  the  Governor’s 
satisfaction  that  the  resources  of  such 
supplier  do  not  enable  it  to  comply  with 
the  particular  requirement.  The 
requirements  which  the  Governor  shall 
not  waive  are  the  following  sections 
which  prohibit  anticompetitive  activities 
or  unfair  discrimination  by  covered 
utilities  or  participating  home  heating 
suppliers — 

(1)  Section  456.306(c)  (Prohibitions 
concerning  program  audits); 

(2)  Section  456.306(d)  (Furnace  audits); 

(3)  Sections  456.307  (c)  and  (d) 
(Prohibitions  against  discrimination  in 
arranging  installation); 

(4)  Sections  456.308  (c)  and  (d) 
(Prohibitions  against  discrimination  in 
arranging  financing);  and 

(5)  Sections  456.311(c)  (l}-(2) 
(Prohibitions  against  discrimination  in 
listing). 

§  456.315  Program  measures. 

The  State  Plan  shall  contain  a  list  of 
the  program  measures,  which  list  shall 
be  either — 

(a)  Those  energy  conservation  and 
renewable  resource  measures  identified 
in  Appendix  I  to  this  rule  as  program 
measures  for  that  State;  or 

(b)  If  a  State  wishes  to  substitute  its 
own  data  and  develop  its  own  list  of 
energy  conservation  and  renewable 
resource  measures,  the  State  Plan  must 
contain  a  list  of  those  energy 
conservation  and  renewable  resources 
measures  (as  defined  in  §  456.105  (d) 
and  (w))  which,  based  on  State  data 
derived  by  the  State,  have  a  payback 
period  (P)  of  seven  years  of  less,  as 
determined  by  dividing  the  installed  first 
cost  (F)  less  any  Federal  and  State  tax 
credits  (T),  by  the  fitst  year  energy 
savings  in  dollars  (S): 

P=F~T; 

S 

P<7  years. 


(c)  If,  based  on  the  formula  described 
in  paragraph  (b)  of  this  section,  the  State 
chooses  to  exclude  from  its  RCS 
Program  any  program  measure  identified 
in  Appendix  I  as  a  program  measure  for 
that  State,  the  State  Plan  must  also 
include  data  substantiating  such 
exclusion. 

§  456.316  Reporting  and  recordkeeping. 

(a)  The  State  Plan  shall  contain 
provisions  to  assure  that  a  report  is 
submitted  to  the  Assistant  Secretary  no 
later  than  July  1, 1982,  and  annually 
thereafter  through  July  1, 1986,  covering 
the  twelve-month  period  ending  the 
preceding  April  1. 

(b) (1)  The  report  shall  be  a  narrative 
evaluation  of  the  effectiveness  of  the 
program  and  shall  not  be  required  to 
contain  any  information  which  is  not 
easily  derived  form  available  State  and 
utility  records  such  as  records  kept  by 
utilities  under  section  215(c)(1)(A)  of 
NECPA.  To  the  extent  that  the  following 
information  is  easily  derived  from 
available  records,  the  report  shall 
include  information  on — 

(1)  The  number  and  nature  of  program 
services  (energy  audits,  arranged 
installation,  and  arranged  financing) 
requested,  and/ or  provided; 

(ii)  The  nature  and  status  of  any  direct 
financing  activities  or  exempted  or 
waived  supply  or  installation  activities 
engaged  in  by  the  utilities; 

(iii)  Estimated  State  costs  and  utility  * 
costs  of  implementing  the  program;  and 

(iv)  The  general  nature  and 
approximate  number  of  complaints 
received  about  the  program  and  the 
operation  of  the  complaints  processing 
procedures  of  §  456.312  in  the  State. 

(2)  The  report  shall  also  contain  a 
copy  of  any  program  announcement  not 
already  provided. 

(c)  The  State  Plan  shall  contain 
procedures  to  assure  that  a  copy  of  the 
data  collected  during  each  audit  and  a 
copy  of  the  costs  and  savings  presented 
to  the  customer  receiving  the  audit  are 
retained  on  file  for  five  years  from  the 
date  of  the  audit. 

(d)  Any  other  provisions  of  this 
section  notwithstanding,  the  Assistant 
Secretary  may,  as  he  deems  essential  to 
Departmental  implementation  of 
program  responsibilities — 

(1)  require  additional  information;  and 

(2)  waive  any  reporting  and 
recordkeeping  requirements,  except  the 
recordkeeping  requirement  in  paragraph 
(c)  of  this  section. 

Subpart  D— Nonregulated  Utility  Plans 

§  456.401  Scope. 

This  subpart  identifies  the 
responsibilities  of  covered  nonregulated 


utilities  not  subject  to  a  State  Plan  for 
the  preparation  and  submission  of 
Nonregulated  Utility  Plans,  the 
procedures  for  approval  of  Nonregulated 
Utility  Plans  by  the  Assistant  Secretary, 
and  the  minimum  requirements  for  the 
content  of  Nonregulated  Utility  Plans. 

§  456.402  Coverage. 

This  subpart  shall  apply  to  all 
nonregulated  covered  utilities  which  are 
not  covered  by  a  State  Plan. 

§  456.403  Notice,  comment,  and  public 
hearing. 

Prior  to  submission  of  the 
Nonregulated  Utility  Plan  to  the 
Assistant  Secretary  for  approval,  the 
nonregulated  utility  shall — 

(a)  Notice  and  Comment.  Provide 
meaningful  public  notice  of  the 
requirement  for  the  nonregulated  utility 
to  submit  a  Nonregulated  Utility  Plan; 

(b)  Hearing.  Hold  at  least  one  public 
hearing  in  the  nonregulated  utility’s 
service  area  for  the  purpose  of  hearing 
testimony  and  receiving  comments  on 
the  content  of  the  proposed 
Nonregulated  Utility  Plan. 

§  456.404  Procedures  for  submission  and 
approval  of  Nonregulated  Utility  Plans. 

(a)  Submission.  Each  utility  subject  to 
this  subpart  shall  submit  to  the 
Assistant  Secretary  a  proposed 
Nonregulated  Utility  Plan  by  June  4, 

1980,  unless  the  time  for  submission  has 
been  extended  by  the  Assistant 
Secretary  for  good  cause  shown  upon 
request  of  the  nonregulated  utility. 

(b)  Approval.  If  a  proposed 
Nonregulated  Utility  Plan  meets  the 
criteria  of  this  subpart,  the  Assistant 
Secretary  shall  approve  it  within  90 
days  of  the  date  the  proposed 
Nonregulated  Utility  Plan  was 
submitted. 

(c)  Disapproval.  (1)  If  a  Nonregulated 
Utility  Plan  does  not  meet  the  criteria  of 
this  subpart,  the  Assistant  Secretary 
shall,  within  90  days  of  the  date  the 
proposed  Nonregulated  Utility  Plan  is 
submitted,  disapprove  the  proposed 
Nonregulated  Utility  Plan  and  specify  in 
writing  the  grounds  for  disapproval. 

(2)  Within  60  days  of  the  date  of 
disapproval  of  a  proposed  Nonregulated 
Utility  Plan,  or  such  longer  period  as  the 
Assistant  Secretary  may  determine 
pursuant  to  the  criteria  of  paragraph  (a) 
of  this  section,  the  nonregulated  utility 
shall  submit  another  proposed 
Nonregulated  Utility  Plan. 

(d)  Amendments.  The  nonregulated 
utility  may  submit  proposed 
amendments  to  an  approved 
Nonregulated  Utility  Plan  at  any  time. 
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§  456.405  Temporary  programs. 

A  nonregulated  utility  may  submit  a 
Temporary  Program  as  defined  in 
§  456.207(a)  in  accordance  with  the 
procedures  and  criteria  of  §  456.207. 

This  submission  may  be  a  part  of  the 
proposed  Nonregulated  Utility  Plan  or  a 
separate  submission. 

§  456.406  Content  of  plans. 

(a)  General  Requirements.  (1)  Except 
as  provided  in  this  section,  each 
Nonregulated  Utility  Plan  shall  meet  all 
the  requirements  for  State  Plans  in 
Subpart  C. 

(2)  Except  as  otherwise  provided  in 
this  section,  all  references  in  Subpart  C 
to— 

(i)  Covered  utilities  shall  be  deemd  to 
refer  to  utilities  subject  to  this  subpart; 

(ii)  A  State  Plan  shall  be  deemd  to 
refer  to  a  Nonregulated  Utility  Plan; 

(iii)  Participating  home  heating 
suppliers  shall  not  apply; 

(iv)  A  State  [as  a  governmental  entity, 
other  than  references  to  State  laws  or 
regulations]  or  any  State  Agency  or 
officer  shall  be  deemed  to  refer  to  the 
nonregulated  utility  submitting  the  Plan; 
and 

(v)  A  State  [as  a  geographic  area] 
shall  be  deemed  to  refer  to  the 
nonregulated  utility’s  service  area. 

(b)  Reporting.  Each  Nonregulated 
Utility  Plan  shall  contain  procedures 
whereby  such  utility  will  submit  a 
written  report  to  the  Assistant  Secretary 
not  later  than  one  year  after  approval  of 
such  plan,  and  biennially  thereafter, 
regarding  implementation  of  the  utility 
program. 

(c)  Utilizing  State  services. 

(1)  In  a  State  submitting  a  State  Plan, 
a  nonregulated  utility  may,  by  written 
understanding  with  the  appropriate 
State  agency,  utilize  services  which 
have  been  provided  for  in  the  State  Plan. 

(2)  If  a  Nonregulated  Utility  Plan 
utilizes  services  as  permitted  by  this 
paragraph  all  references  in  the  State 
Plan  to  those  services  with  regard  to 
utilities  subject  to  the  State  Plan  shall  be 
deemed  to  refer  to  the  nonregulated 
utility. 

(3)  If  a  Nonregulated  Utility  Plan  uses 
a  Master  Record  produced  under  a  State 
Plan,  the  nonregulated  utility  may  not 
add  or  delete  contractors,  suppliers,  or 
lenders  from  the  Master  Record,  and 
shall  add  or  delete  contractors, 
suppliers,  or  lenders  from  any  list 
distributed  only  in  accordance  with  the 
State  Plan. 

‘(4)  If  a  Nonregulated  Utility  Plan 
proposes  to  utilize  any  of  the  services 
pursuant  to  this  paragraph,  the  Plan 
shall  so  state  and  copies  of  the  written 
agreements  with  the  appropriate  State 
agencies  shall  be  included  with  the 


Nonregulated  Utility  Plan  in  the 
submission  to  the  Assistant  Secretary. 

Subpart  E— Supply,  Installation,  and 
Financing  by  Utilities 

§  456.501  Scope  and  definitions. 

(a)  This  subpart  contains  the 
prohibition  against  a  utility’s  supply  and 
installation  of  energy  conservation  and 
renewable  resource  measures.  It 
specifies  the  exemptions  to  this 
prohibition  and  the  procedures,  where 
applicable,  for  obtaining  these 
exemptions.  It  also  sets  forth  certain 
requirements  concerning  utility 
financing  programs.  . 

(b)  For  purposes  of  this  subpart — 

(1)  A  “covered  utility”  means  a 
covered  utility,  any  company  which  is 
owned  or  controlled  by  such  a  utility,.or 
any  company  which  owns  or  controls 
such  a  utility; 

(2)  A  covered  utility  "installs”  a 
measure  whenever  the  contract  for 
installation  obligates  the  covered  utility 
to  install  the  measure; 

(3)  A  utility  "supplies”  a  measure 
when  it  sells  a  measure  at  retail  or 
leases  a  measure  to  an  eligible 
customer;  and 

(4)  A  utility  “finances”  the  supply  or 
installation  of  a  measure  when  the  loan 
contract  names  the  utility  as  the  lender. 

§  456.502  Prohibition. 

(a)  Except  as  provided  in  this  subpart, 
no  covered  utility  may  supply  or  install 
any  energy  conservation  or  renewable 
resource  measure. 

(b)  Notwithstanding  §  §  456.503- 
456.507,  no  covered  utility  may  supply, 
install,  or  finance  the  supply  or 
installation  of  any  energy  conservation 
or  renewable  resource  measure  if  the 
Assistant  Secretary  has  determined, 
after  notice  and  opportunity  for  public 
hearing,  and  after  consultation  with  the 
Federal  Trade  Commission,  that — 

(1)  Such  supply,  installation,  or 
financing  is  being  carried  out  by  such 
utility  at  unreasonable  rates  or  on 
unreasonable  terms  or  conditions; 

(2)  Such  supply,  installation,  or 
financing  being  carried  out  by  such 
utility  has  a  substantial  adverse  effect 
upon  competition  or  involves  the  use  of 
unfair,  deceptive,  or  anticompetitive 
acts  or  practices;  or 

(3)  Such  supply  or  installation 
conducted  pursuant  to  §  456.504  is  being 
carried  out  in  a  manner  which  does  not 
comply  with  the  requirements  of 
§456.504. 

(c)  Violations  of  this  section  are 
subject  to  a  civil  penalty  of  not  more 
than  $25,000  for  each  day  of  violation 
assessed  by  order  of  the  Assistant 
Secretary  pursuant  to  Sections  216(h) 
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and  219  of  NECPA  and  §  456.606  of 
these  rules. 

§  456.503  Exemption  for  certain  measures. 

The  prohibition  in  §  456.502(a)  shall 
not  apply  to  the  supply  or  installation  of 
(1)  furnace  efficiency  modifications.  (2) 
clock  thermostats,  and  (3)  devices 
associated  with  load  management 
techniques. 

§  4561504  Exemption  for  utility 
subcontractor  supply  and  installation. 

(a)  The  prohibition  contained  in 
§  456.502(a)  shall  not  apply  to  any 
energy  conservation  measure  or 
renewable  resource  measure  supplied  or 
installed  by  a  public  utility  through 
contracts  between  such  utility  and 
independent  suppliers  or  contractors 
where  the  customer  requests  such 
supply  and  installation  and  each 
supplier  or  contractor — 

(1)  Is  on  the  list  of  suppliers  and 
contractors  referred  to  in  §  456.311; 

(2)  Is  not  subject  to  the  control  of  the 
public  utility,  except  as  to  the 
performance  of  such  contract,  and  is  not 
an  affiliate  or  a  subsidiary  to  such 
utility;  and 

(3)  If  selected  by  the  utility,  is  selected 
in  a  manner  consistent  with  §  456.504(b). 

(b)  Activities  of  a  public  utility 
conducted  pursuant  to  paragraph  (a)(3) 
of  this  section — 

(1)  May  not  involve  unfair  methods  of 
competition; 

(2)  May  not  have  a  substantial 
adverse  effect  on  competition  in  the 
area  in  which  such  activities  are 
undertaken  nor  result  in  providing  to 
any  supplier  or  contractor  an 
unreasonably  large  share  of  contracts 
for  the  supply  or  installation  of  energy 
conservation  or  renewable  resource 
measures; 

(3)  Shall  be  undertaken  in  a  manner 
that  provides,  subject  to  reasonable 
conditions  the  utility  may  establish  to 
ensure  the  quality  of  supply  and 
installation  of  energy  conservation  or 
renewable  resource  measures,  that  any 
financing  by  the  utility  of  such  measures 
shall  be  available  to  finance  the  supply 
or  installation  by  any  contractor  on  the 
list  referred  to  in  §  456.311  or  to  finance 
the  purchase  of  such  measures  to  be 
installed  by  the  customer; 

(4)  Shall  be  undertaken,  to  the  extent 
practicable  and  consistent  with 
paragraph  (b)(1)— (3)  of  this  section,  in  a 
manner  that  minimizes  the  cost  of 
energy  conservation  and  renewable 
resource  measures  to  such  customers; 
and 

(5)  Shall  include  making  available 
upon  request  a  current  estimate  of  the 
average  price  of  supply  and  installation 
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of  energy  conservation  and  renewable 
resource  measures  subject  to  the 
contracts  entered  into  by  the  public 
utility  under  paragraph  (a)  of  this 
section. 

§  456.505  Exemption  for  existing  supply 
and  installation. 

(a)  The  prohibition  in  §  456.502(a) 
shall  not  apply  to  any  supply  or 
installation  of  any  energy  conservation 
or  renewable  resource  measure  in  which 
the  covered  utility  was  engaged  on 
November  9, 1978 — 

(1)  During  such  time  as  applications 
for  determinations  with  respect  to  such 
activities,  filed  in  accordance  with 

§  456.509,  are  pending;  and 

(2)  Upon  a  final  determination  that,  on 
or  by  November  9, 1978,  such  energy 
conservation  or  renewable  resource 
measure  was  being  supplied  or  installed 
by  the  utility  seeking  such 
determination. 

(b)  The  prohibition  in  §  456.502(a) 
shall  not  apply  to  any  supply  or 
installation  of  any  energy  conservation 
or  renewable  resource  measure  which 
the  covered  utility  had  by  November  9, 
1978,  broadly  advertised  that  it  would 
supply  or  install,  or  with  respect  to 
which  the  utility  had  by  November  9, 
1978,  completed  substantial 
preparations  for  supplying  or 
installing — 

(1)  During  such  time  as  applications 
for  determinations  with  respect  to  such 
activity  filed  in  accordance  with 

§  456.509  are  pending;  and 

(2)  Upon  a  final  determination  that,  on 
or  by  November  9, 1978,  such  energy 
conservation  or  renewable  resource 
measure  had  been  broadly  advertised  or 
for  which  substantial  preparations  had 
been  completed  by  the  utility  seeking 
such  determination. 

§  456.506  Exemption  for  supply  and 
installation  authorized  by  State  or  local  law. 

(a)  The  prohibition  in  §  456.502(a) 
shall  not  apply  to  any  such  supply  or 
installation  of  any  energy  conservation 
or  renewable  resource  measure — 

(1)  In  which  a  State  or  local  law  or 
regulation  in  effect  on  November  9, 1978, 
required  or  explicitly  permitted  a 
covered  utility  to  engage;  or 

12)  Which  the  Attorney  General  of  the 
appropriate  State  certifies  to  the 
Assistant  Secretary  was  intended  by  a 
State  law  or  regulation  in  effect  on 
November  9, 1978,  to  be  required  or 
permitted. 

(b)  A  covered  utility  is  exempt  from 
any  Federal  requirement  to  include  in  its 
RCS  program  any  supply  or  installation 

'  of  any  energy  conservation  or 

renewable  resources  measure  in  which 
it  is  engaged  by  reason  of  a  State  law  or 


regulation  in  effect  prior  to  November  9, 
1978,  permitting  or  requiring  such 
activities.  However,  a  covered  utility 
that  includes  supply  and  installation  in 
its  RCS  program  pursuant  to  the 
exemption  in  paragraph  (a)  of  this 
section  shall  be  subject  to  all  the 
requirements  of  the  State  Plan  with 
respect  to  those  activities  in  the  same 
manner  as  any  contractor,  supplier,  or 
lender,  except  that  it  shall  be  exempt 
from  the  requirements  of  §  456.310 
(Customer  Billing,  Repayment  of  Loans, 
and  Termination  of  Service)  with 
respect  to  such  activities. 

§456.507  Waivers. 

(a)  The  Assistant  Secretary  may 
waive  any  prohibition  of  §  456.502(a) 
upon  petition  by  a  covered  utility 
pursuant  to  §  456.509  and  a  finding 
that — 

(1)  The  petition,  in  the  case  of  a 
covered  utility  subject  to  a  State  Plan,  is 
supported  by  the  Governor;  and 

(2)  If  such  waiver  were  granted — 

(i)  Fair  and  reasonable  prices  and 
rates  of  interest  would  be  charged;  and 

(ii)  The  otherwise  prohibited  activities 
would  not  involve  or  result  in  unfair 
methods  of  competition  or  unfair  or 
deceptive  acts  or  practices. 

(b)  Before  the  Assistant  Secretary 
makes  the  finding  described  in 
paragraph  (a)(2)(i)  of  this  section,  he  or 
she  shall  consult  with  the  Federal  Trade 
Commission. 

§456.508  Notification. 

Each  utility  undertaking  a  program 
involving  the  supply  or  installation  of 
any  energy  conservation  or  renewable 
resource  measure  as  permitted  under 
§  456.504,  or  providing  financing  for  the 
purchase  or  installation  of  any  such 
measure,  must  notify  the  Assistant 
Secretary  when  such  program  becomes 
effective. 

§  456.509  Procedure  for  obtaining 
determinations  and  waivers. 

(a)  A  utility  making  an  application  for 
a  determination  under  §  456.505  or  a 
petition  for  a  waiver  under  §  456.507 
shall  file  such  application  or  petition 
clearly  labeled  as  such  with  the 
Assistant  Secretary  for  Conservation 
and  Renewable  Energy,  Department  of 
Energy,  1000  Independence  Avenue, 

SW.,  Washington,  D.C.  20585.  All  such 
petitions  shall  contain  all  information 
necessary  for  the  determination  under 

§  456.505  or  the  findings  required  by 
§  456.507. 

(b)  In  addition  to  any  other 
requirement  that  may  be  applicable,  any 
utility  making  an  application  or  petition 
under  this  section  shall  give  direct 
notice  to  the  Governor,  State  Energy 


Office,  and  State  Regulatory  Authority 
of  any  State  in  which'  such  exemption  or 
waiver  would  be  applicable,  informing 
them  that  they  may  within  ten  days 
submit  comments  on  the  application  or 
petition  to  the  Assistant  Secretary.  The 
•application  or  petition  filed  with  the 
Assistant  Secretary  shall  include  a 
certification  that  the  applicant  or 
petitioner  has  complied  with  the 
requirements  of  this  paragraph.  In  the 
discretion  of  the  Assistant  Secretary, 
opportunity  to  comment  may  be 
provided  to  other  interested  persons. 

§  456.510  Appeals. 

Any  person  adversely  affected  by  any 
decision  made  pursuant  to  this  subpart 
by  the  Assistant  Secretary  may  appeal 
that  decision  in  accordance  with 
Subpart  H  of  10  CFR  Part  205.  All  such 
appeals  shall  be  filed  with  the  Office  of 
Hearings  and  Appeals,  Department  of 
Energy,  Washington,  D.C.  20461. 

§  456.5 1 1  Certain  exempt  activities  and 
compliance  with  accounting,  costing,  billing 
and  repayment  provisions. 

Any  covered  utility  conducting 
activities  pursuant  to  the  exemptions 
provided  for  in  §  456.503,  §  456.504  or 
§  456.505(b)  or  the  waiver  provisions  of 
§  456.507  shall  comply  with  the 
requirements  of  §§  456.309  (a),  (b)(2), 
and  (b)(3),  and  §  456.310  with  respect  to 
those  activities.  Any  covered  utility 
carrying  out  activities  pursuant  to  the 
exemptions  provided  for  in  §  456.505(a) 
shall,  within  such  reasonable  time  as  the 
Secretary  prescribes,  comply  with  the 
requirements  of  §  §  456.309  (a),  (b)(2), 
and  (b)(3),  and  §  456.310  with  respect  to 
such  activities. 

Subpart  F— Federal  Standby  Authority 
and  Enforcement  Provisions 

(Subpart  F,  published  at  44  FR  64661,  Nov.  7, 
1979,  remains  in  effect) 

Appendix  I  to  Part  456 — Program 
Measures 

(a)  General.  (1)  The  measures  table 
was  developed  by  evaluating  program 
measures  with  respect  to  a  prototypical 
house  (see  Appendix  II)  for  all  HUD/ 
MPS  climate  regions  and  building  types. 
A  measure  was  determined  to  be  a 
program  measure  for  a  climate  region 
and  building  type  if  the  ratio  of  installed 
first  cost,  less  any  Federal  and  State 
income  tax  credits,  divided  by  first  year 
energy  savings  in  dollars  was  less  than 
or  equal  to  7  years.  The  RCS  model 
audit  procedures  were  used  to 
determine  energy  savings.  (2)  DOE 
applied  only  resident-installed  costs  to 
those  measures  which  are  not  likely  to 
be  installed  by  a  contractor:  caulking, 
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weatherstripping  and  clock  thermostats. 
Resident-installed  and  contractor  costs 
were  used  to  determine  installed  first 
cost  for  those  measures  which  DOE 
believed  could  be  easily  installed  by 
homeowners  without  encountering 
safety  hazards  or  without  conflicting 
with  most  building  code  requirments. 
These  measures  include  ceiling 
insulation,  floor  insulation,  water  heater 
insulation,  and  pipe  and  duct  insulation. 
Contractor  installed  costs  alone  were 
used  for  those  measures  where  local 
codes  or  regulations  and  safety 
considerations  were  likely  to  preclude 
homeowner  installations  or  where  a 
measure  is  not  easily  installed  by  a 
homeowner.  These  measures  include: 
wall  insulation,  storm  and  thermal 
windows  and  doors,  replacement 
heating  systems,  oil  burner  replacement, 
vent  dampers,  HD's,  replacement  central 
air  conditioners,  active  solar  space 
heating,  combined  active  solar  space 
heating  and  hot  water  heating  systems, 
solar  domestic  water  heating  systems, 
replacement  solar  pool  heaters  and 
wind  energy  devices. 

(d)  Climate  Zones  of  Program 
Measures.  In  the  Table  of  program 
measures,  the  climate  zones  for  heating 
degree-days  are  as  follow: 


Climate 

Heating  degree-days 

0  to  1000. 

2 

1001  to  2500. 

3 . . . .. . 

2501  to  3500. 

4  _ 

5  . . . . . 

6  _ 

7  . . . . 

8  . 

3501  to  4500. 

4501  to  5000. 

5001  to  6000. 

6001  to  7000. 

7001  and  above. 

The  cooling  degree  days  utilized  in  the 
evaluation  of  program  measures  for 
each  climate  zone  within  each  State  are 
the  cooling  degree  days  for  the  weather 
station  which  is  specified  for  that 
climate  zone  in  the  DOE  model  audit. 


(c)  Category  of  Residential  Fuel  Use: 
The  program  measures  are  designated  in 
the  following  tables  by  categories  of  * 
residential  fuel  use.  These  categories 
are: 

(1)  For  energy  conservation  measures 
(except  water  heater  insulation): 

(1)  "Electricity”,  which  includes  all 
residential  buildings  in  which  the 
principal  source  of  space  heating  in  an 
electric  resistance  heating  system; 

(ii)  "Gas”,  which  includes  all 
residential  buildings  in  which  either 
natural  gas,  propane,  or  butane  is  the 
principal  space  heating  fuel; 

(iii)  “Oil",  which  includes  all 
residential  buildings  in  which  either  #2 
heating  oil  or  kerosene  is  the  principal 
space  heating  fuel,  and  includes  all 
other  residential  buildings  not  included 
in  the  categories  “Electricity”,  “Gas”,  or 
“Heat  Pump”: 

(iv)  “Heat  Pump”,  which  includes  all 
residential  buildings  in  which  the 
principal  source  of  space  heating  is  an 
electric  heat  pump. 

(d)  (1)  Caulking,  Weatherstripping, 
and  Clock  Thermostats.  Caulking, 
weatherstripping  and  clock  thermostats 
fell  within  the  7-year  payback  in  all 
climate  zones  for  all  building  categories 
and  are  considered  program  measures  in 
all  States  (for  the  sake  of  simplicity, 
these  measures  do  not  appear  in  the 
tables). 

(2)  Devices  associated  with  electric 
load  management  techniques.  Devices 
associated  with  electric  load 
management  techniques  are  program 
measures  for  all  categories  of  residential 
buildings  if  the  local  electric  utility 
offers  a  residential  rate  which  reflects 
any  differences  in  the  utility’s  cost-of- 
service  (either  energy  or  demand  costs) 
between  peak  and  off-peak  periods,  or  if 
a  residential  electric  rate  comprised  of 
an  integrated  peak  measured  demand 
and  an  energy  use  component  is  applied. 


(3)  Ceiling  Insulation.  Where 
indicated  as  a  program  measure  in 
Table  1,  the  R-value  for  ceiling  insulation 
is  R-18  or  more. 

(4)  Floor  Insulation.  Where  indicated 
as  a  program  measure  in  Table  I,  the  R- 
value  for  floor  insulation  is  R-ll. 

(5)  Vent  dampers.  Vent  dampers  are 
program  measures  for  the  category 
“gas”  as  indicated  in  Table  1. 

(6)  Replacement  Solar  Swimming  Pool 
Heaters.  These  are  evaluated  as  a 
program  measure  as  indicated  in  Table  1 
assuming  a  pool  blanket  or  cover  is  also 
used. 

(7)  Wind  Energy  Systems.  Wind 
energy  devices  are  program  measures 
for  the  categories  “electric”  and  “heat 
pump”  as  indicated  in  Table  1. 

(8)  Heat  Reflective  and  Heat 
Absorbing  Window  and  Door  Material. 
Heat  reflective  and  heat  absorbing 
window  and  door  materials  are  program 
measures  for  the  categories  “electric” 
and  “heat  pump”  as  indicated  in  Table  1 
because  they  are  intended  to  reduce 
cooling  loads. 

(9)  Solar  Domestic  Hot  Water 
Systems.  Solar  domestic  hot  water 
systems  are  program  measures  for  the 
categories  “electric”,  “gas”  and  “oil”  as 
indicated  in  Table  1. 

(10)  Water  Heater  Insulation.  Water 
heater  insulation,  is  a  program  measure 
for  the  categories  “electric”,  “gas”  and 
“oil”  as  indicated  in  Table  1. 

(11)  Passive  Solar.  Evaluation  of 
passive  solar  as  a  program  measure  is 
reserved. 

(e)  Table  of  Program  Measures  by 
State.  All  other  program  measures  are 
displayed  in  Table  1  organized  by  State 
where: 

R= Resident-installed  costs 
C= Contractor-installed  costs 
X=2  KW  non-utility  interconnected  DC  wind 
machine  without  battery  storage 
Y=2  KW  interconnected  AC  wind  machine 
without  battery  storage 


Insulation  _ _  Heat  n 
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Appendix  II  to  Part  456 — Prototypical 
House  Assumptions 

(a)  Reference  House. 

The  prototypical  house  upon  which 
the  RCS  measures  table  is  based  is  the 
ranch  style  home  developed  in  the 
National  Bureau  of  Standards  document 
NBSIR  77-1309.  This  house  is  based 
upon  a  National  Association  of  Home 
Builders  (NAHB)  survey  of  84,000  homes 
built  by  1,600  builders  selected 
randomly  from  the  builder  members  of 
NAHB.  The  house  is  typical  of  ranch 
style  houses  built  in  1974. 

The  house  has  been  slightly  modified 
to  allow  for  the  calculation  of  all  RCS 
measures.  DOE  has  elected  to  reduce 
the  insulation  levels  from  the  NAHB 
survey  (1974)  level  of  R-19  ceiling  and 
R-ll  walls  to  R-7  insulation  in  the 
ceiling  and  no  insulation  in  the  walls  as 
a  basis  for  the  measures  table.  This 
reduction  was  made  to  make  the 
prototypical  house  more  representative 
of  existing  housing  stock  and  to  enable 
evaluation  of  ceiling  and  wall  insulation 
as  RCS  measures.  Insulation 
manufacturer’s  data  on  residential 
retrofit  applications  for  ceiling 
insulation  indicates  that  the  majority  of 
existing  attics  that  have  not  been 
reinsulated  have  an  existing  R-Value  of 
between  R-5  and  R-9.  The  fumace/hot 
water  space  has  been  enlarged  to 
accommodate  oil  furnaces  and  storage 
for  solar  DHW.  The  prototypical  house, 
in  order  to  provide  the  basis  for  audits, 
is  assumed  to  have  the  features 
necessary  for  the  application  of 
renewable  energy  measures.  For 
example,  it  was  assumed  to  have  a 
south-facing  roof  suitable  for  solar 
collectors,  no  obstruction  to  wind  energy 
systems  and  a  swimming  pool  that  c-ould 
use  a  solar  pool  heater.  It  is  recognized 
that  many  residences  do  not  have  these 
features. 

The  prototypical  house  and 
assumptions  were  chosen  as 
representative  of  typical  homes  in  the 
nation  which  could  benefit  trom  RCS 
measures.  States  are  encouraged  to 
review  the  prototypical  house  relative  to 
construction  practices  on  the  local  level. 
DOE  will  consider  modifications  to  the 
prototypical  house  for  each  region  if 
documentation  can  support  the  request. 

(b)  Characteristics  of  the  Prototypical 
House. 

(1)  Infiltration.  The  prototypical  house 
is  assumed  to  have  deteriorated 
caulking  on  window  and  door  frames, 
no  weatherstripping,  and  no  gaskets  on 
electrical  outlets.  Some  minor  cracks  are 
assumed  to  exist  in  ceiling  and  floor 
joints.  Some  wiring  and  pipe  penetration 
is  assumed  through  the  attic  floor. 


Existing  conditions  also  include 
undampered  vents,  no  fireplace,  and  at 
least  thirteen  entrances  and  exits 
through  the  home  per  average  day.  The 
infiltration  category  of  the  prototypical 
house  is  essentially  the  “poor”  category 
listed  in  the  RCS  Model  Audit. 

(2)  Insulation.  As  indicated  above,  the 
prototypical  house  is  assumed  to  have 
no  wall  insulation,  R-7  ceiling  insulation 
in  a  vented  attic  and  no  floor  or  crawl 
space  insulation.  The  walls  with  2X4 
studs  on  16-inch  centers  have  a  thermal 
conductance  of  0.21  Btu  per  hour  per 
square  foot  per  degree  fahrenheit  (Btu/ 
h/ft2/°F).  The  thermal  conductance  of 
the  ceiling  with  joists  or  truss  cords  on 
24-inch  centers  is  .12  Btu/h/ft2/°F.  The 
thermal  conductance  of  the  floor  with  2 
X  10  floor  joists  on  24-inch  centers  and 
carpeting  and  vented  crawl  space  is  0.19 
Btu/h/ft2/°F. 

(3)  Windows.  All  glazing  is  assumed 
to  be  single  pane  with  a  thermal 
conductance  of  1.13  Btu/h/ft2/°F. 

(4)  Water  Heater.  The  water  heater  is 
assumed  to  be  more  than  3  years  old 
and  is  in  conditioned  space  with 
adequate  clearance  for  an  insulation 
jacket. 

(5)  Space  Heating  and  Cooling. 

Primary  space  conditioning  equipment 
for  the  prototypical  home  includes  one 
of  the  following:  electric  resistance 
furnace,  electric  resistance  baseboard, 
electric  resistance  radiant  ceiling  or  wall 
panels,  electric  heat  pump,  electric 
boiler,  natural  gas-fired  boiler,  gas 
forced  air,  or  oil-fired  furnace.  An 
electric  drive  central  air  conditioner  is 
assumed.  Industry  accepted  seasonal 
efficiencies  for  existing  systems  more 
than  5  years  old  and  for  new 
commercially-available  systems  are 
used  in  the  calculations.  In  the 
prototypical  house,  combustion  air  is 
taken  from  conditioned  space,  if 
required.  Oil  burners  are  not  retention 
or  wet  base  types.  Natural  gas  pilot 
lights  are  assumed  to  be  on  for  the 
heating  season.  All  existing  systems  in 
the  reference  house  are  more  than  five 
years  old. 

(6)  Distribution  Systems.  Distribution 
ducting  and  hydronic  pipe  are  assumed 
to  be  in  unconditioned  areas  and  are 
uninsulated. 

(7)  Heating  and  Cooling  System 
Controls.  The  prototypical  house  is 
assumed  to  not  have  a  clock  thermostat. 
It  is  also  assumed  that  there  is  no 
manual  nighttime  temperature  setback. 

(8)  Heat  Reflecting  and  Heat 
Absorbing  Window  and  Door  Material. 
The  prototypical  house  has  127  sq.  ft  of 
unshaded  windows  which  face  east  and 


west.  For  purposes  of  calculation  the 
house  was  oriented  so  that  the  ends  of 
the  house  which  contained  no  glazing 
face  north  and  south. 

(9)  Solar  Domestic  Hot  Water 
Systems.  It  is  assumed  that  80  gallons  of 
hot  water  are  used  per  day  by  a  family 
of  four  (ASHRAE  Systems  Handbooks, 
1980).  The  hip  roof  is  not  shaded  and 
has  an  adequate  south  facing  area  for 
collectors. 

(I)  Replacement  Solar  Pool  Heaters. 
The  450  square  foot  swimming  pool  is 
assumed  to  have  a  cover  that  is  put  in 
place  in  non-use  hours. 

(II)  Wind  Energy  Systems.  There  is 
no  major  obstruction  to  wind.  The  size 
of  the  wind  generator  is  2  kw,  and  all 
energy  generated  is  used.  The  analysis 
is  only  performed  for  residences  that  are 
electrically  heated  or  cooled  or  both. 

(c)  Additional  Information. 

(1)  Thermal  envelope. 

— Glazing 

Single  panel  U-vaiue=1.13 
West  Area+S.G.  Door=72  ft* 

East  Area 

55  ft* 

127  ft* 

(no  glass  on  north  or  south) 

—Walls 
No  insulation 

U  wall =0.24 — excludes  the  stud  cross  section 
and  represents  75%  of  the  exposed  area. 
U  studs  0.13 — which  is  25%  of  the  exposed 
area. 

U  overall =0.21 — which  is  the  weighted  value 
of  the  U  of  the  wall  and  the  U  of  the  stud 
cross  section 
South  wall  area  =  224  ft* 

North  wall  area  =224  ft* 

East  wall  area  =  240  ft* 

West  wall  area  =  264  ft* 

— Ceiling 
R-7 

U  ceiling =.115 — excludes  the  truss  cord  and 
represents  90%  of  the  exposed  area. 

U  truss =0.17 — which  is  10%  of  the  exposed 
area. 

U  overall =.12 

— Front  Entry  Door 

U=0.47  (hardwood  door) 

Area  =21  ft* 

-srFloor  Above  Crawl  Space 
No  insulation 

U  floor =0.2— excludes  the  joist  and 
represents  90%  of  the  exposed  area. 

U  joist =0.09 — which  is  10%  of  the  exposed 
area. 

U  overall =.19 
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